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Abstract 
 
Income distribution can be best interpreted by the way in which it is measured and 
there are two major methods that are used. There is the functional distribution of income 
between capital and labour and more specifically, it measures the shares of national income 
with respect to wages and salaries vis-a-vis profits, interests and rents. Additionally, there is 
the measure of personal distribution of income which examines distribution among 
households and individuals. The International Labour Organisation (ILO) also purports, that 
income distribution can be analyzed at the primary level which is measured as income 
distribution amongst workers. Further, the intensity of trade and financial liberalization, 
technological advancement and sectoral shifts of production have modified the development 
strategies and economic structures of many countries in the developed and developing world. 
Much of these global developments have also led to renewed debates and analysis on how 
economic gains are being redistributed among economic agents, that being capital and labour. 
Therefore, the central objective of this research is to identify and examine the reasons for the 
increase in income inequality in Barbados and how the labour market has been impacted, for 
the review period, between 1995 and 2010. As a result, the findings reveal that changes in the 
economic performance of Barbados have contributed to the increase in income inequality in 
the stated review period. Moreover, the evidence also shows that there are variations in the 
behaviour of the labour market which correspond to the changes in economic performance, 
and by extension, support the rise in the level of income inequality. 
 
 
 
 
 
 
 
 
 
 
 
Resumo 
 
A distribuição dos rendimentos pode ser melhor interpretada pelo modo como ela 
é medida e existem dois métodos principais que são utilizados. Há a distribuição funcional da 
renda entre capital e trabalho que, mais especificamente, mede as partes da renda nacional em 
matéria de salários e salários vis-à-vis lucros, juros e aluguéis. Além disso, há a medida de 
distribuição de rendimento pessoal que analisa a distribuição entre as famílias e indivíduos. A 
Organização Internacional do Trabalho (OIT) também propõe que a distribuição de renda 
pode ser analisada em nível primário, que é mensurado como a distribuição de renda acontece 
entre os trabalhadores. Além disso, a intensidade da liberalização comercial e financeira, 
avanço tecnológico e mudanças sectoriais de produção modificaram as estratégias de 
desenvolvimento e as estruturas econômicas de muitos países do mundo desenvolvido e em 
desenvolvimento. Grande parte destes desenvolvimentos globais também levou a debates e 
análises renovadas sobre como ganhos econômicos estão sendo redistribuídos entre os agentes 
econômicos - capital e trabalho. Portanto, o objetivo central desta pesquisa é identificar e 
analisar as razões para o aumento da desigualdade de renda em Barbados e como o mercado 
de trabalho tem sido impactado, para o período em análise, entre 1995 e 2010. Os resultados 
revelam que mudanças no desempenho econômico de Barbados têm contribuído para o 
aumento da desigualdade de renda no período em análise declarado. Além disso, as evidências 
mostram também que há variações no comportamento do mercado de trabalho que 
correspondem às mudanças no desempenho econômico e, por extensão, contribuem para o 
aumento do nível de desigualdade de renda. 
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ECONOMIC PERFORMANCE, INEQUALITY AND THE LABOUR MARKET: 
THE CASE OF BARBADOS (1995-2010) 
 
INTRODUCTION 
 
Global dynamics have transformed many economies both in the developed and the 
developing world.  The intensity of trade and financial liberalization, technological 
advancement and sectoral shifts of production have modified the development strategies and 
economic structures of many countries (UNCTAD, 2012).  Much of these global 
developments have led to renewed debates and analysis on how economic gains are being 
redistributed among economic agents, that being capital and labour. According to the ILO’s 
Global Wage Report (2014), there has been a general decline in the global labour share of 
income, which raises issues of unequal distribution. 
What is Income Distribution? Income distribution can be best interpreted in terms 
of how it is measured and there are two major ways that are used. There is the functional 
distribution of income between capital and labour and more specifically, it measures the 
shares of national income with respect to wages and salaries vis-a-vis profits, interests and 
rents. Additionally, there is the measure of personal distribution of income which examines 
distribution among households and individuals (UNCTAD, 2012). The ILO also purports that 
income distribution can be analyzed at the primary level which is measured as income 
distribution amongst workers. 
Further, some of the major theoretical contributors to the wealth of literature on 
inequality include the early writings of Kuznets, Galbraith, Marx and more recently Piketty.  
In addition, Dünhaupt (2013) suggests, that there have been more recent competing empirical 
research and arguments postulated on Neo-liberalism and financialisation, structural change, 
labour and product market policies, privatization and globalization with respect to the labour 
share of income. 
Kuznets in his study about income distribution and economic development, 
highlights the shift of employment from the agriculture sector (low-income) to the industrial 
sector (high-income). Further, he made the assumption that the social division of labour which 
characterized economic development, has the initial impact of raising the income inequality. 
All people begin in the rural sector and this is the initial stage of inequality and as the 
economy begins to industrialize (separation between industrial and agricultural activities) a 
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small number of people will transition into the high-income sector and there will be a 
corresponding increase of inequality at this stage of the transition. When all workers have 
been fully integrated into the industrialized sector, given time, inequality will decline 
throughout the entire society. This he modeled in his inverted U-shape curve (Kuznets, 1955).           
Galbraith (2010), would have extended the argument of Kuznets by not only 
examining the impact of employment and hence structural change on inequality, but also the 
effects of changes in the terms of trade between high and low sectors within an economy. 
Galbraith is of the view, that structural change with respect to economic development in most 
cases have reduced inequality. However, he noted two exceptions, (1) economies that are in 
the process of urbanizing and industrializing as they move from low-income post-
revolutionary agrarian economies and (2) economies that are post-industrialized as they adopt 
a technological and financially driven approach, which are characteristically speculative 
among other things. He indicates that in these cases inequality is likely to increase with 
income. Another important aspect of his argument, is that crises and shocks also tend to raise 
inequality as they can occasionally interrupt the process of economic development. He further 
argues, that it is the terms of trade between high and low-income sectors, world interest rates 
and political regimes that have a strong influence on governing the changes in economic 
inequality in these modern times. In his summation, Galbraith asserts that economic 
inequality relates to the differences at the inter-sectoral level. These differences are influenced 
by structural change in the long run and the sudden movements     of the terms of trade, with 
respect to oil prices, interest rates and accompanying debt obligations in the short run 
(Galbraith, 2008). This discussion is pertinent to Barbados as the country structurally shifted 
from an agrarian sector to one of services and is known to be extremely vulnerable to crises 
and shocks, not to mention, very highly indebted. 
More importantly, from a Marx perspective, inequality is embedded in the 
capitalist mode of production and cannot be eliminated unless the capitalist system is 
overthrown and replaced by one that promotes equality and social justice. Similarly, income 
inequality is characteristic of the system of wages and human labour which is treated as a 
commodity within the capitalist system and bought at a certain price or wage.   Therefore, in 
return for a wage the capitalist receives labour power which does not only produces and 
reproduces commodities to be consumed, but produces surplus which the capitalist 
accumulates, ultimately to create more and more surplus. Therefore, the value of the 
commodities produced by the worker exceeds the wage received (Marx, 1887).  Marx’s 
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contribution has been revisited also in recent times by many researchers relative to the issue 
of inequality as there is a noted recent downward trend in the labour share of income globally.  
The contribution of Kaldor to the study of inequality from a Keynesian 
perspective highlights the ratio of investment to output in the determination of the level of 
profit to income share. The profit share is therefore linked to the capitalist propensity to invest 
(Kaldor, 1955).  
 Moreover, it is a worthwhile note that the debate of labour market ‘rigidities’ and 
its impact on the labour market of Barbados has been the focus of some of the economist 
advocating a solution of ‘flexicurity’, to reduce the persistent increase in unemployment and 
to ultimately achieve full employment. However, studies have shown that making the labour 
market more flexible by removing labour market institutions, will not achieve a situation of 
full employment, actually the unemployment is more than likely to persist. Berg (2015) 
argues, that eliminating ‘rigidities’ from the labour market will not support full employment, 
workers will only be placed in a more precarious position as they face increased inequality 
and insecurity. This creates an environment where industries that compete on cheap labour 
will be supported rather than initiate the necessary investment opportunities to promote 
technological change and create jobs. Berg (2015) also advances that financialisation, 
globalisation and technological change have eroded the bargaining power of the lower-income 
groups in society, hence the lack of or erosion of specific labour market institutions and the 
resultant increase in inequality. This global impact has threatened the wellbeing of both 
individuals and the society as a whole. Ultimately, the fight for equality depends on the 
political will and institutional design to bolster policies that will support those most 
vulnerable in society. Therefore, labour market institutions, particularly those of minimum 
wages and collective bargaining are important and necessary in supporting protection, to the 
most vulnerable income groups and equitable distribution of income in the labour market.  
 
Background 
 
The country of Barbados is a small island developing state (SID) in the North 
Atlantic Ocean, Northwest of Venezuela. It has a land area of 430 square kilometers and is 
predominantly occupied by a 92.4 percent blacks (Central Intelligence Agency, 2014). As a 
member of the Caribbean Community (CARICOM) it has one of the highest per capita 
incomes in the Region (US$13,970) and the country is regarded as a middle-income economy 
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(UNdata, 2015 and World Bank, 2015). Barbados is a parliamentary democracy in the British 
Commonwealth, gaining its independence on 30 November 1966 and the economy has good 
political stability (Central Intelligence Agency, 2014). Nevertheless, it is one of the many 
economies in the Caribbean that is highly open, and primarily vulnerable to external 
economic shocks and adverse weather patterns (Minella et al., 2009). 
Moreover, as at 2010 the population recorded was 276,000 persons compared to 264,000 in 
1995, and its growth rate which declined over the years was at an average of 0.3 percent 
between 1995 and 2010. Further, the country is considered one of the most densely populated 
in the world with a density of 612 persons in 1995 and increasing to 652 persons per square 
kilometers in 2010 (See table 1).   
Source: Barbados Statistical Service (2015); Ministry of Finance and Economic Affairs (2014); United Nations 
Department of Economic and Social Affairs Division (2013) 
Importantly, migration and by extension remittances have played a pivotal role in the 
country’s development. The Caribbean Single Market and Economy (CSME) formed by the 
Heads of Government of CARICOM in 1989 through the Grand Anse Declaration, had the 
purpose of deepening the integration process and strengthening the Caribbean Community in 
its scope. While this initiative embodied the liberalizing of trade, it also placed in its 
framework a migration policy which addressed the initial liberalizing of the movement of 
labour, abolishing the need for work permits for nationals from participating countries of the 
                                                          
 
1
 Note: All averages are calculated accordingly (1990-1995, 1995-2000, 2000-2005, 2005-2010) 
 
TABLE 1  PRIMARY SOCIO-DEMOGRAPHIC INDICATORS FOR BARBADOS (1995-2010) 
 
Primary Statistics 1995 2000 2005 2010 
Population (Average in Thousands)
1
 264 269 273 276 
Population Growth (Avg Annual Rate in Percentage) 0.3 0.3 0.5 0.5 
Rate of Natural Population Increase (Avg Annual Rate/Per 1,000 Pop.) 5.8 4.1 3.2 3.5 
Median Age of Population 30.7 33.5 34.8 36.2 
Population Density 612 621 636 652 
Dependency Ratio (Ratio of Population 0-14 and 65+ Per 100 Pop.) 50.8 50.2 45.9 42.3 
     Child (Ratio of Population 0-14 Per 100 Population 15-64) 34.6 32.9 30 27.5 
     Elderly (Ratio of Population 65+ Per 100 Population 15-64) 16.2 17.3 15.8 14.8 
Urban Population (Thousands) 88 90 90 90 
Rural Population (Thousands) 176 177 183 191 
Migration Rate (Avg Rate/Per 1,000 Population) -3 -1 1 1 
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CSME (ECLAC, 2006).  In July 2001, under the Revised Treaty of Chaguaramas, provision 
was made for nationals to have the right to move and to provide a service according to the 
approved modes of supply of a service, in any jurisdiction within the CSME (Thomas-Hope, 
2009). These free movements included university students, skilled labour, professionals and 
various artists.  In reviewing migration in the context of Barbados, outward migration has 
declined over the years, whereas inward migration has grown, and resulted in a decline in the 
net migration rate, at an average of -1 per/1000 persons over the period 1995 and 2010 (See 
Table 1). It is worthy to note, that Barbados is divided into eleven parishes with the main 
centre being Bridgetown in the parish of St. Michael which is the main urban area. 
Nevertheless, Barbados never had the Urban-Rural dichotomy, due to its small size, 
accessibility to services and the urbanization of rural areas.  Another important reason is, 
since the 1960s the central government pursued total developmental programmes for the 
country with respect to education, health care, housing and road building (Nurse, 1992). One 
area where this development can be seen, is in the improved water coverage which is recorded 
at 100 percent for both urban and rural areas alike (World Bank, 2015).   
More interesting, is the fact that the urban population represented a low average 
rate of 33 percent
2
 of the total population between 1995 and 2010, although, according to the 
2000 and 2010 censuses the parish of St. Michael remains the highest single populated parish 
in Barbados. In addition, St. Michael recorded the highest net loss in population of 1,055 
persons in 2000. The parish with the highest net gain in population was St. Philip (a main 
Sub-urban area) of 785 persons exceeding 100 persons annually between the period 1995 and 
2000. In terms of international migration patterns, Barbados has witnessed a number of 
immigrants particularly from CARICOM and Europe. The 2010 Census showed, that many 
immigrants from CARICOM were predominantly from Guyana (6,277 persons) and from the 
U.K (2,389 persons). 
Equally important, is the fact that the population is an ageing one (See figure 1) 
and though child dependency is greater than that of the elderly, it is expected that elderly 
dependency will increase because of the population ageing factor in the future.  
 
 
 
 
                                                          
2
 Note: Author’s own calculations using population data  
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FIGURE 1 POPULATION DISTRIBUTION BY AGE & SEX (1995 & 2010) 
         
Source: United Nations, Department of Economic and Social Affairs, Population Division (2013). World 
Population Prospects: The 2012 Revision, DVD Edition 
 
TABLE 1a  HEALTH INDICATORS FOR BARBADOS (1995-2010) 
Indicator 1995 2000 2005 2010 
Infant Mortality Rate (Avg/Infant Deaths Per 1,000 Live Births) 20 17 14 12 
Fertility Rate (Avg/Children per Woman)  1.7 1.7 1.8 1.8 
Life Expectancy (Avg/Years) 72 73 74 74 
     Men 69 70 71 72 
     Women 74 75 76 77 
Source: United Nations Department of Economic and Social Affairs Division (2013) 
Further, life expectancy is relatively high at 74 years and the infant mortality rate 
is relatively low at 12 per/1000 births. One of the major challenges that Barbados faces in 
relation to health, is the issue of non-communicable diseases (diabetes and heart disease), 
which has negatively impacted the lives of mainly the poor and vulnerable. 
With respect to education, the literacy rate is almost 100 percent and the expected 
and mean years of schooling is 16 years and 9 years respectively. In spite of the high level of 
educational attainment, there is evidence of functional illiteracy among some young persons 
and this coincides with a lack of adult and continuing education programmes at the 
community level. Nevertheless, the country has had very high human development over the 
years, which has been largely attributed to its high literacy rate. However, in recent years the 
HDI has declined, as there have been comparative improvements made in the human 
development of other emerging economies (Jackman and Millington, 2011). Consequently, 
the HDI as at 2010 was 0.779 and its rank was 42 (See tables 1a, 1b, 1c). 
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TABLE 1b  EDUCATION INDICATORS FOR BARBADOS (1995-2010) 
Indicator 1995 2000 2005 2010 
Adult Literacy Rate (Percentage) 97.4 98 99.7 99.7 
Expected Years of Schooling 13.5 14.2 14.7 15.5 
Mean Years of Schooling 8.6 8.7 9.2 9.4 
Source: UNDP (2014); CDB (2012) 
TABLE 1c  HUMAN DEVELOPMENT INDICATORS FOR BARBADOS (1995-2010) 
Indicator 1995 2000 2005 2010 
GNI Per Capita (2005  PPP$) 11,921 13,485 13,609 14,726 
Human Development Index (HDI) 0.727 0.745 0.761 0.779 
HDI Rank  
  
41 42 
 
Source: UNDP (2014) 
It is also significant to highlight, the country’s poverty profile on which the idea 
of this thesis has been conceptualized. The Government of Barbados and the Caribbean 
Development Bank conducted a study on living conditions in 2010, which revealed the 
poverty profile below.  The Pan American Health Organisation (PAHO) indicates, that the 
degree of poverty in Barbados is both complex and multidimensional. Further noting, that the 
government has contextualize the poverty situation in Barbados as one of ‘social deprivation’. 
This extends to the poor’s deficiencies in income or capital, access to productive resources, 
access to social services, housing and safe environs and equal opportunities for persons with 
disabilities and vulnerable groups. In addition to, homelessness, increased morbidity/mortality 
from illness, inadequate housing and safe environs, single income dependency households and 
structural barriers to self- achievement (PAHO, 2008).  
One may ask the question why a country that has shown such high levels of social 
development over the years, would have deteriorated with respect to both poverty and 
inequality between 1995 and 2010 where both poverty and income inequality increased by 6.0 
percentage points (household poverty) and 8.0 percentage points (income inequality) 
respectively (See Table 1d).  However, in consideration of the poverty profile above this 
thesis will seek to show the developments in the economy that would have possibly led to this 
increase in poverty and income inequality. 
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More importantly, outside of the study outlined above, there has been limited 
recent research within Barbados with respect to income inequality and this is predominantly 
due to sporadic and limited statistical data collection. It is equally important to mention, that 
previous analysis on income distribution for Barbados is more than two decades old. The 
more recent studies specifically examine taxation policy and income distribution and 
minimum wages, poverty and income distribution. Interestingly, in recent years much debate 
on income inequality has been stimulated within the region, in line with global debates.  
Therefore, this study on income inequality in Barbados is not only timely, but it fills the 
necessary gap with respect to the relationship between economic performance and income 
inequality and extends the study to examine the extent to which income inequality expressed 
the changes on the labour market of Barbados. 
The central objective of this research is to identify and examine the reasons for the 
increase in income inequality in Barbados, between 1995 and 2010 as revealed in the 
                                                          
3
  Authors own calculations (BDS$2 = US$1) 
 
 
4
  Note: Care must be exercised with the interpretation between the two studies as different methodological 
procedures were applied in deriving the data. Nevertheless, characteristically the poverty assessment is 
comparable. The GINI for Barbados in 2010 is higher than that of Dominica by 3 percentage points. Dominica is 
the other regional country with comparative data for 2010 with a GINI of 0.44 and household and individual 
poverty much higher than that of Barbados at 22.8 and 28.8 percent respectively (Barbados Assessment on 
Living Conditions Report, 2012).   
 
TABLE 1d  RESULTS - IDB STUDY 1996/1997 AND CALC STUDY 2010 
 
Poverty Indicator IDB (1996/1997) SLC (2010) 
Poverty Line US$2,751.50
3
 US$3,930.33 
Vulnerability Line US$3,439.38 US$4,912.91 
Household Poverty Rate 8.7% 15.0% 
Individual Poverty Rate 13.9% 19.3% 
Poverty Gap 2.3 6.0 
Poverty Severity 1.0 3.2 
Gini Coefficient 0.39
4
 0.47 
Poor Household Size 5.0 3.7 
Non-Poor Household Size 2.9 2.7 
Poor Households Headed by Females (% of Poor Households) 58.5% 62.2% 
Non-poor- Households Head by Females (% Non-poor Households) 42.6% 47.0% 
Poverty Rate for Female Headed Households 11.5% 19.4% 
Poverty Rate for Male Headed Households 6.5% 11.5% 
Overcrowding in Poor Households 17.6% 11.0% 
Overcrowding in Non-poor Households 3.3% 3.0% 
Unemployment Rate in Poor Households 30.8% 25.9% 
Unemployment Rate in Non-poor Households 12.4% 8.9% 
 
Source: Caribbean Development Bank (2012) 
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Barbados Country Assessment of Living Conditions report (2012). Thereafter, the findings 
and conclusions will be presented and will be useful tools in orienting policies to rectify this 
inequality. Other important objectives are: 
(i) To encourage adequate statistical data collection and further research in the area of 
income distribution, in order to determine key areas which need critical attention and 
improvement; and 
(ii) To assist the policy makers within the Tripartite agreement (social partners of 
government, labour unions and employers) in making the necessary changes to the 
relevant policy framework in order to facilitate more equitable income distribution 
within society.  
The researcher will use both quantitative and qualitative data from secondary data 
sources (books, journals, economic reviews and articles) to evaluate income distributions in 
Barbados. Specific data on the economy and labour market will be used to inform the analysis 
along with the established Gini coefficients. Tables and Figures will be used as supportive 
illustrative tools of the data analysis. 
 The hypothesis is the fact that changes in the economic performance of Barbados 
between 1995 and 2010, have led to an increase in the country’s level of income inequality. 
The thesis would therefore seek to answer: 
i) What Changes occurred in the economy of Barbados that have led to an increase in 
income inequality between 1995 and 2010, and Why?   
ii) How has these changes impacted the behaviour of the Labour Market? 
Therefore, chapter one demonstrates and provides the rationale for the changes in 
economic performance in Barbados between 1995 and 2010. Ultimately, linking the changes 
in economic performance to the general increase in the rise in the level of income inequality. 
Chapter two correlates the changes in changes in economic performance and the 
corresponding rise in income inequality, with the behaviour of the labour market to determine 
the extent to which income inequality express changes on the labour market of Barbados. 
Thereby, showing the functional oriented perspective of income distribution and finally to 
provide the conclusion. 
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CHAPTER ONE: THE ECONOMY OF BARBADOS (1995-2010) 
INTRODUCTION 
 
This chapter shows the economic performance of Barbados between 1995 and 
2010 and highlights some aspects of historical economic importance. Generally, the chapter 
addresses the question: What changes impacted the economic performance of Barbados in the 
review period (between 1995 and 2010) that would have led to an increase in income 
inequality and the reasons why? As a result, it provides a brief overview of the evolution of 
macroeconomic policies and analyzes the behavior of the macro-economy in Barbados and its 
relationship to the resulting rise in income inequality. 
 
1.1 AN OVERVIEW OF THE EVOLUTION OF MACROECONOMIC POLICIES  
 
1.1.1 Monetary, Exchange Rate and Interest Rate Policy 
 
Since the 1970s, monetary policy in Barbados primarily focused on maintaining a 
fixed exchange rate peg to the United States (US) dollar (BDS$2 = US$1). This policy 
position is still relevant as the Central Bank of Barbados (CBB) continues to maintain a 
prescribed level of foreign reserves, to sustain the exchange rate parity in an attempt to 
promote price stability.  The traditional monetary policy instruments of Barbados to control 
the money supply involved, direct interest rate controls complemented by changes in reserve 
requirements, the discount rate and moral suasion (Moore & Skeete 2010).  Over the review 
period (between 1995 and 2010), the main monetary policy instruments applied by the CBB 
were the minimum discount rate and the reserve requirements and the main monetary policy 
stance indicators were, the minimum deposit rate and the T-bill rate. It must be noted that T-
bill issues fall under the purview of the Treasury Department of Barbados. Further, the 
interest rates in most cases are aligned to the US interest rates (Moore & Skeete 2010; Minella 
et al., 2009).  Additionally, under the exchange rate system current international transactions 
(current account) involving payments and transfers are liberalized. However, transactions 
under the capital account have some restrictions with respect to exchange controls of the 
purchase of securities abroad, credit transactions and direct investments. However, it is noted 
that Barbados as a member of CARICOM, is obligated to fully liberalize its capital account 
commensurate with CARICOM’s requirements, and to date, have indicated the liberalization 
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of equities. Nevertheless, there are some risks associated with the full liberalization of the 
capital account, when one considers that Barbados has a pegged exchange rate system, 
external current account imbalances and not to mention high public debt (World Trade 
Organisation, 2008). 
 
1.1.2 Fiscal and Taxation Policy 
 
Since the early 1990s, Barbados has set its fiscal target for a deficit of no more 
than 2.5 percent of GDP. However, between 1995 and 2010 this target has not been met as the 
fiscal deficit averaged just over 3.0 percent of GDP with major increases occurring from 2006 
onward. A major contribution to this debt, is the high level of public debt over the review 
period. Another important aspect of fiscal policy management in Barbados, is the reforming 
of the indirect tax system by the introduction of the Value Added Tax (VAT) – an indirect 
tax- in 1997. The VAT was set at 15.0 percent and replaced eleven other indirect taxes 
namely: consumption tax, a luxury tax on goods (surcharge), stamp duties on imports, an 
entertainment tax, a hotel and restaurant sales tax, a service tax on pleasure cruises, a tax on 
quarriable minerals, a travel ticket tax, an airline business tax, a tax on overseas telephone 
calls and a surcharge on residential rents. The VAT was anticipated to be revenue-neutral but 
yielded far in excess of the sum of revenue of the eleven taxes it replaced.   It is important to 
note, that the VAT concessional rate was applied at 7.5 percent on accommodation in the 
tourism sector as well as some areas of export such as staple food items. However, financial 
services, real estate, transportation, medical and dental services are exempted from VAT. In 
addition, zero-rated goods included: crude oil, duty free goods, and goods used in commercial 
fishing. The VAT was subsequently increased in 2010 to 17.5 percent and the concessional 
rate also increased to 8.75 percent representing 2.5 and 1.25 percentage points respectively. 
Another important indirect tax is the CESS tax on extra-regional imports introduced in 2005 
at 3 percent and further increased to 6 percent in 2006.  
In relation to direct tax reforms, the corporate tax rate before 2002 was at 40.0 
percent. In 2002, it was reduced to 37.5 percent and then to 25.0 percent in 2006. However, 
revenue from corporate taxes on average was considered relatively low compared to other 
CARICOM countries and only accounted for 18.0 percent of revenue at 2008. This low yield 
was attributed to various incentives in the form of tax holidays and allowances for investment 
(tax credits) for earnings of foreign exchange by foreign firms, thereby resulting in a lower 
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effective corporate tax rate. So that by 2002, companies real effective tax rate was actually 
25.0 percent in spite of the 37.5 percent applied.  There are some companies depending on 
their size and nature of business that the tax rate applicable to them between 2007 and 2010, 
was set at 15.0 percent. Further, Life insurance companies since 1985 pay a rate of 5.0 percent 
on their gross investment income.  Of great interest, is the tax rates for the international 
Business Sector (International Companies, Banks and Societies with restricted liabilities) that 
have been in effect from 1991 and remain unchanged at 2.5 percent to 1.0 percent (Worrell et 
al., 2012; PWC, 2011). 
Income taxes have also undergone some reform. In 1995, the tax rates were 40.0 
percent at the top and 25.0 percent formed the basic rate with the income threshold being 
BDS$15,000 (US$7,500).  Moreover, a reverse tax credit was introduced for persons 
receiving incomes below this threshold at an annual amount of BDS$500 (US$250) (Boamah 
et al., 2006).  Note that the basic tax rate applies to income commensurate with the threshold, 
whereas the higher tax rate is applied to income above the threshold. By 2006, the higher rate 
was reduced to 35.0 percent and the basic rate to 20.0 percent at a threshold of BDS$24,200 
(US$12,100). The reverse tax credit was increased in 2007 to an annual rate of BDS$800 
(US$400) at an income threshold of BDS$15,000 (US$7,500) and raised in 2008 and 2009 
respectively (See table 2). A very important note,  is the tax exemptions applied in 2006 to 
non-nationals who were employed in the International Business Sector for at least 3 years 
with annual earnings of BDS$150,000 (US$75,000) and above (See Table 2a.) (PWC, 2011). 
As a result, not only does the international business sector enjoy concessions by way of 
corporate taxes, but low income taxes as well.  Therefore the larger the amount of personal 
income, the higher the percentage of income tax exemptions relative to the other income tax 
contributors under the direct tax system (See table 2a below).   
Another aspect is the issue of property taxes which remains a challenge for 
Barbados as tax avoidance appear to be more prevalent in this area of the direct tax system. 
The rationale given is that developments in the tourism sector,  have pushed up the value of 
land, resulting in the Government of the day having to write-off debt outstanding for over 
more than two decades (since 1980s), and still needing to collect relevant years of outstanding 
property taxes. Therefore, property taxes appear to be a major area of revenue loss, with 
property values increasing on average between 25.0 and 30.0 percent.  This has resulted in a 
reduction in the property tax rate for properties valued between BDS$350,000 (US$175,000) 
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and BDS$850,000 (US$425,000) from 0.65 percent to 0.45 percent (NU. CEPAL. Sede 
Subregional para el Caribe, 2006). 
 
TABLE 2  SIGNIFICANT ANNUAL INCOME TAX ADJUSTMENTS (1995-2009)  
 
 
Income Taxes Reverse Tax Credit (Applied to Low Income) 
 
Higher 
Rate 
Basic 
Rate Income Threshold Annual Amount Income Threshold 
1995 40.0 25.0 
BDS$15000 
(US$7,500) 
BDS$500 
(US$250) 
Less than BDS$15000 
(US$7,500) 
      
2006 35.0 20.0 
BDS$ 24200 
(US$12,100) 
BDS$500 
(US$250) 
BDS$13000 (US$6,500) or 
less 
      
2007 35.0 20.0 
BDS$ 24200 
(US$12,100) 
BDS$800 
(US$400) 
BDS$15000 (US$7,500) or 
less 
      
2008 35.0 20.0 
BDS$ 24200 
(US$12,100) 
BDS$1300 
(US$650) 
BDS$16500 (US$8,250) or 
less 
      
2009 35.0 20.0 
BDS$ 24200 
(US$12,100) 
BDS$1300 
(US$650) BDS$18000 (US$9,000)/less 
Source: Boamah, Byron, & Maxwell, (2006); PWC (2011) 
Source: PWC (2011) 
 
1.1.3 Trade Policy 
 
The process of Caribbean integration in an effort to become more competitive 
within the global market space, became a part of the transformation of the Barbados’ 
economy. As a consequence, Barbados was one of the founding members of the Caribbean 
Community and Common Market (CARICOM) in 1973, a trading bloc, aimed at the 
TABLE 2a  NON-NATIONAL (TAX CONCESSIONS) - EFFECTIVE 2006 
Income Level 
Exemption from 
Income Taxes 
Not exceeding BDS$150,000 (US$75,000) 35% 
Exceeding BDS$150,000 (US$75,000)/not exceeding BDS$500,000 (US$250,000) 50% 
Exceeding BDS$500,000 (US$250,000) 60% 
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integration of the political and economic structures of the Caribbean countries. By the 1990s,  
new participants entered the agreement and out of this was the creation of the Caribbean 
Single Market and Economy (CSME), which intended to deepen Caribbean integration 
through the free movement of goods, services, capital and labour and the harmonization of 
monetary and fiscal policies), inclusive in the CARICOM arrangement. As mentioned before, 
a key component of CSME is the free movement of approved categories of workers not 
needing work or residency permits (university graduates, artistes, media workers, musicians 
and sports persons). Additionally individual states reserve the right to include other categories 
of workers (Ministry of Foreign Affairs & Foreign Trade, 2004).  In 1995, Barbados also 
joined the World Trade Organisation (WTO) and as a member of CARICOM (which 
generally complies with the WTO), its trade policy is predominantly based on a tariff system 
that follows CARICOM’s requirements (the application of CARICOM’s Common External 
Tariffs).   Barbados has gradually introduced the tariff system and grants a number of duty-
free concessions to imports from a number of CARICOM countries as well as to countries 
that have preferential trade agreements (Columbia, Cuba, Costa Rica, Dominican Republic 
and Venezuela) with CARICOM. Note, the agreement with Venezuela is the only one that is 
non-reciprocal.  It is also noteworthy, that trade in commodities and specifically the Barbados 
sugar has faced the removal of its previous preferential arrangement under the European 
Union’s (EU) Cotonou Agreement. Therefore, in 2008 Barbados signed the CARIFORUM-
EC Economic Partnership Agreement (EPA) which replaced the Cotonou agreement (World 
Trade Organisation, 2008, 2014). This new agreement only allows for duty free access to 
Barbados sugar exports (SALISES, 2012).  
Of major importance is the fact that International Business Companies (IBCs) in 
Barbados not only receive a number of tax holidays but with respect to trade, there is no 
withholding taxes on dividends, royalties, management fees, interest payments and other fees 
which are payable to non-residents or to other IBCs. Additionally, in particular offshore 
financial services are exempted from exchange controls and are allowed to use foreign 
currency or assets to conduct transactions with non-residents.  Further, IBCs may be 
exempted of customs duty, VAT, and other similar duties on all equipment, machinery, raw 
materials, goods, components and articles required for the functioning of International 
Business. There is also a guaranteed period of concessions provided by the IBC Act of 15 
years (World Trade Organisation, 2008). 
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1.1.4 The Financial System 
 
Between 1996 and 2008, the financial system in Barbados comprised: the central 
bank, commercial banks, finance companies and merchant banks, trust and mortgage 
companies, credit unions (cooperatives), insurance companies and pension funds, financial 
asset management firms, brokerage firms and a stock exchange. Ownership of these 
institutions are both domestic and international with their operations primarily dealing in 
money, credit, equity, bonds and foreign exchange markets. More importantly, commercial 
banks have a very high degree of concentration within the financial system and they are 
mostly foreign owned (parent banks in Trinidad and Tobago, Canada and Bermuda). Since the 
government of Barbados would have sold the majority of its shares to a bank in Trinidad and 
Tobago, there is no longer a development bank and there are no government-owned 
commercial banks or mortgage finance companies.  
Table 3 shows the degree of concentration of commercial banks as they command 
the largest share of assets within the financial system. Although the financial system and 
mainly the commercial banks possess an adequate level of liquidity, a noted concern is that, 
due to high public debt the government’s ability to support the financial system may be 
impaired. This is due to banks exercising caution in purchasing increased shares of 
government securities and the National Insurance Scheme which government also seeks 
financial assistance, is also unable to absorb more government securities, due to that 
institution’s balance sheet constraints. 
                                                          
5
 Assets in Mutual funds are excluded due to unavailability 
 
6
 Last available data used for 2008 since that year’s data was not available 
 
TABLE 3 SHARE OF FINANCIAL SYSTEM ASSETS (%) 1996-2008
5
 
  
Central 
Bank of 
Barbados 
Commercial 
Banks 
Credit 
Unions 
Insurance 
Companies
6
 
Trust & 
Mortgage 
Finance 
Companies 
Finance 
Companies                           
& 
Merchant 
Banks  
National 
Insurance 
Fund Total 
1996 11.0 54.2 3.4 12.2 6.9 1.0 11.1 100 
1999 9.0 58.0 4.1 7.2 5.2 2.0 14.5 100 
2002 10.6 56.1 5.1 6.8 4.8 2.7 13.9 100 
2005 7.5 53.7 5.7 11.3 4.9 3.3 13.6 100 
2008 7.3 57.7 5.9 8.5 3.8 3.0 13.9 100 
Source: Howard (2013) 
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Further, the surge in non-performing loans (mainly in hotels and restaurants, 
personal loans, commercial and real estate) is also cause for concern, increasing from 
approximately 4.0 percent to 11.0 percent between 2008 and 2010 respectively. (International 
Monetary Fund, 2009, 2014; Howard, 2013).  
 
1.1.5 Social Policy 
 
Social policy in Barbados has been transformed mainly during the 1990s. 
Therefore, coming out of the 1996/1997 report on poverty, a number of institutions were 
established, intending to facilitate the eradication of the general issue of poverty. One of such 
institutions introduced, was the Poverty Alleviation Bureau (PAB) in 1998 (Griffith and 
Howard n.d.). Other institutions established to also address issues of poverty were, the Rural 
and Urban Commissions which have the responsibility of promoting small business and 
assistance with housing and infrastructural development. However, the general housing policy 
falls under the purview of the National Housing Corporation (NHC) and is aimed to increase 
and improve the supply of housing. Additionally, there has been a number of institutions 
established to assist the young in the society with respect to overall development, education 
and vocational training namely, Barbados Youth Service (BYS), Youth Entrepreneurship 
Scheme (YES), Samuel Jackman Prescod Polytechnic (SJPP) and the Barbados Vocational 
Training Board (BVTB). Further, within the area of health there is the HIV/AIDS programme 
which allows for free medication to persons affected (SALISES 2012). It is important to 
mention, that while Barbados having implemented such social policies and appeared to show 
relatively good performance with respect to broad expenditure targeting, a study by Griffith 
and Howards (n.d.) reveals that there are some challenges in the area of narrow expenditure 
targeting. Such targeting is described as the concentration of expenditure to the most 
vulnerable groups in society who are usually identified by budget, consumption surveys or 
means test. Some specific issues mentioned were, the fact that more spending is allocated to 
tertiary education as compared to primary and secondary education. The public health care 
system which is universally free, has a number of inefficiencies that impact the poor as they 
are more inclined to use this service. There is a shortage of health care personnel, long delays 
in service and malfunctioning of equipment which act as deterrents to those who need the 
service most. With respect to housing the demand has surpassed the supply as this system also 
displayed some inefficiencies (Griffith and Howard, n.d.). 
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1.1.6 Prices and Incomes Policy 
 
In 1993, emanating from one of the worst economic recessions experienced in 
Barbados was the Social Partnership made up of Government, Trade Unions and Employers 
Representatives. The Social Partnership at that time drafted its first protocol (1993-1995) on 
prices and incomes policy with the focus of managing the economic challenges that occurred 
in Barbados namely, large balance of payments and fiscal imbalances. One of the major 
highlights of this protocol was the freezing of wages and prices for almost two years, where 
any increases in wages or salaries were linked to productivity. The Protocols that followed 
and which fell within the review period (1995-1997, 1998-2000, 2001-2004 and 2002-2007) 
all had the common focus of wage moderation or restraint linked not only to productivity but 
to other measures of organizational performance (Goolsarran, 2005; SALISES, 2012). 
 
1.2 CHANGES IN ECONOMIC BEHAVIOUR, AND REASONS (1995-2010) 
 
1.2.1 Economic Growth and Structural Change  
 
This section links the review period (1995-2010) with some important historical 
aspects of growth performance and the noted shift in the production structure in Barbados. 
Barbados in the 1980s, experienced a number of challenges regarding its economic activity, 
mainly due to the effects of the recession in the US between 1979 and 1983. These challenges 
which occurred between 1980 and 1989 included, the sugar quota to the US being reduced to 
one quarter of the amount, from 20,000 tonnes in 1980 to 5,000 tonnes in 1988, resulting in a 
decrease in earnings from sugar exports. Additionally, there was a reduction of regional 
manufacturing exports, due to the decreased economic activity within CARICOM, and the 
closure of key electronic components assembly plants, between 1983 and 1986. This was 
partially related to the global over-production of computer chips and comparatively high 
operating costs in Barbados.  Between 1980 and 1982 real GDP contracted, and represented 
approximately 6.8 percent, but returned to growth between 1982 and 1989 at approximately 
20.0 percent as a result of government’s capital works expansion in 1986, in addition to fiscal 
incentives through adjustment in the tax structure. This led to an increase in real disposable 
income and by extension aggregate demand (Downes, 2003). Generally between 1980 and 
1989, both real GDP and real GDP per capita trended upward, though the year on year annual 
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rate of growth was relatively low, it remained positive at an annual average rate of 
approximately 1.5 and 0.9 percent respectively. The total real GDP growth and real GDP per 
capita for the period was approximately 13.2 and 8.5 percent respectively (See Table 4 and 
Appendix Table A).  
The early 1990s was marked by negative growth, so that between 1989 and 1992 
real GDP declined significantly to approximately 14.2 percent. This was partially related to 
the effects of the US recession in 1989 to 1991, and also related to the domestic policy stance, 
resulting in balance of payments and fiscal imbalances. Therefore, the government of 
Barbados sought financial assistance from the International Monetary Fund and the World 
Bank (WB), which led to a restructuring of the economy aimed at reducing aggregate demand 
and bolstering aggregate supply (Downes, 2003).   
TABLE 4  ESTIMATES OF REAL GDP GROWTH & REAL GDP PER CAPITA & 
 TOTAL /ANNUALVARIATION RATE (%), BARBADOS (1980-2010)
7
       
    
Period 
Real GDP Total 
Variation  
(%) 
Real GDP Variation 
Per Year  
(%)  
Real GDP Per Capita 
Total Variation   
 (%) 
Real GDP Per Capita 
Variation Per Year  
(%) 
1980-1989 13.2 1.5 8.5 0.9 
1989-1995 -7.2 -1.2 -8.7 -1.5 
1995-2000 17.2 3.4 15.4 3.1 
2000-2004 2.1 0.5 0.7 0.2 
2004-2006 9.7 4.9 9.1 4.6 
2006-2010 -1.6 -0.4 -2.5 -0.6 
Source: Ministry of Finance and Economic Affairs (1997, 2000, 2010, 2014)
8
 
The programme introduced some measures of austerity including: an 8 percent cut 
in wages and salaries, a reduction of employment and investments in the public service and an 
increase in the number of indirect taxes (Inter-American Development Bank (2010). By 1993, 
the economy showed signs of recovery and between 1992 and 1995 real GDP expanded by 
approximately 7.0 percent, and resulted in a total contraction between 1989 and 1995 for both 
real GDP and real GDP per Capita at an average of approximately 7.2 and 8.7 percent 
respectively.  
Further, at the start of the review period, that is, between 1995 and 2000 there was 
an improvement in economic activity in Barbados, where both real GDP and real GDP per 
capita grew at an annual average rate of approximately 4.0 and 3.0 percent respectively. 
                                                          
7
 Note: Author’s own calculations based on data from source (See Appendix for Data). 
 
8
 Note: Appendix Table A corresponds with this table 
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However, in 1995, and according to a study by the Caribbean Development Bank (CDB), the 
inequality was moderate at 0.39, as measured by the Gini coefficient. This growth between 
1995 and 2000 was mainly led by construction activity and supported by mining and 
quarrying, along with the support from all the services subsectors. Tourism expanded in terms 
of hotel building and golf course development, wholesale and retail, business and other 
services, government services and the transport, storage and communication sectors, all 
increasing output over 2.0 percent. However, 2000 revealed a slowing in output of tourism 
just before the 2001 crisis and which continued into the crisis period. Nevertheless, both real 
GDP and real GDP per capita totaled approximately 18.0 and 16.0 percent respectively (See 
Table 4).  In spite of this moderate level of growth over the previous period, the International 
Monetary Fund (IMF) data revealed that at 2000, the Gini had increased to 0.44, a total 
increase of inequality by approximately 5.0. The inflation rate between 1995 and 2000 
averaged an annual rate of approximately 2.6 percent. 
By the early 2000s, the economy of Barbados was in recession, the September 
11
th
 terrorists attack in the US. In addition, the effects of trade liberalisation and the rulings of 
the WTO restricting FSCs, had implications for the tourism and international business and 
financial subsectors. As a result, the economy experienced a short contraction in economic 
activity as real GDP declined to approximately 2.4 percent. However, between 2001 and 2004 
the economy returned to growth to record real GDP at approximately 4.4 percent. Total real 
GDP between 2000 and 2004 modestly grew at approximately 2.0 percent with the real GDP 
per capita three times as low at approximately 0.6 percent. Inequality as highlighted by the 
data of the International Monetary Fund, remained unchanged at approximately 0.44, while 
the inflation was relatively low at an annual average rate of approximately 1.5 percent.   
The period between 2004 and 2006, can be characterised as an improvement over 
the previous period. Growth in this period was the highest in the review, as both real GDP and 
real GDP per capita grew at an annual average rate of approximately 4.9 and 4.7 percent 
respectively. This was attributed to the increase in construction activity as well as activity in 
the wholesale and retail trade in preparation for the ICC Cricket World Cup in 2007.  
However, this short period of prosperity was once more eroded by the negative growth in the 
years leading up to the end of the review period, between 2006 and 2010. The impact of the 
2008 global financial crisis deteriorated economic activity in Barbados, so between 2006 and 
2008 real GDP and real GDP per capita grew annually at approximately 1.1 and 0.9 percent 
respectively. Moreover, between 2008 and 2010 the economy further weakened and it is 
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worthy to note, that in 2009 all major sectors of the economy contracted which reversed much 
of the gains in the previous period ending 2006. By 2010, the non-traded sectors of wholesale 
& retail trade, transportation, storage and communications, business and other services and 
government services, were the drivers of the very low growth of 0.3 percent. The total real 
GDP and real GDP per capita between 2006 and 2010 was approximately (1.5) and (2.5) 
percent respectively (See Table 4 and Appendix Table A).   The Gini as recorded in a study 
by the Caribbean Development Bank and the Government of Barbados was 0.47 in 2010. This 
revealed that the inequality had increased further by 3.0 (from 0.44 to 0.47 between 2004 and 
2010)
9
.  It would seem that the rising inflation in the latter years of the review (after 2004) 
contributed to the further rise in the inequality (though at a decreasing rate), as the inflation 
rate soared to reach an annual rate of approximately 6.7 percent between 2004 and 2006 and 
approximately 5.4 percent 2006 and 2010 and average of approximately 6.1 percent between 
the two periods.  
It is also important to examine the shift of the production structure of the 
Barbados economy, which captures the decline of the agriculture industry due to a decrease in 
sugar production, the slowing down of the manufacturing industry and the rising importance 
of services. Table 4a shows the percentage share of all subsectors, grouped by aggregate 
sectors of agriculture and the corresponding variation rates between 1980 and 2010.  
The period between 1980 and 1989 was marked by a recession in the US, which 
had its impact on the economy of Barbados mainly between (1979 and 1983) as mentioned 
before, As a result, the agriculture sector was one of the main sectors to be affected and 
particularly due to the reduction of sugar production in this period. Therefore, sugar 
agriculture decreased by 56.9 percent (from approximately 7.2 to 3.1 percent of real GDP) 
and a difference of approximately 4.1 percentage points. However, there was an expansion of 
non-sugar agriculture by approximately 12.9 percent (from approximately 3.1 to 3.5 percent 
of real GDP) and an increase by approximately 0.4 percentage points. This increase in non-
sugar agriculture was not enough to offset the decrease in sugar. Consequently, total 
agriculture declined by approximately 35.9 percent (from approximately 10.3 to 6.6 percent of 
real GDP) and a total difference of approximately 3.7 percentage points (See Table 4a).   
The next period between 1989 and 1995 was also marked by a recession (1991) 
and was also a sluggish period for the agricultural sector as a whole (though the rate at which 
                                                          
9
 Note:  that due to differences in deriving the data on the Gini from the International Monetary Fund, the Inter-
American Development and the Caribbean Development Bank, care must be exercised in the comparatively 
analyzing the data. 
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it declined was slower than the previous period). So, the sugar subsector of agriculture 
declined by approximately 35.5 percent (from approximately 3.1 to 2.0 percent of real GDP), 
and a difference of 1.1 percentage points. However, there was an expansion once more of 
non-sugar agriculture by approximately 25.7 percent (from approximately 3.5 to 4.4 percent 
of real GDP) and an increase by approximately 0.9 percentage points. Nevertheless, total 
agriculture decreased by approximately 3.0 percent (from approximately 6.6 to 6.4 percent of 
real GDP) and, a difference by approximately 0.2 percentage points (See Table 4a).  
Source: Ministry of Finance and Economic Affairs (1998, 2000, 2014) 
 
By the start of the review period, between 1995 and 2000, and this period was one 
of the two periods in the review that was not affected by recession, the agriculture sector 
registered an improvement over the previous period. The sugar subsector recovered, due to 
the good weather conditions that prevailed in this period (Ministry of Finance & Economic 
Affairs, 1995).  Therefore, the sugar subsector of agriculture expanded by approximately 25.0 
percent (from approximately  2.0 to 2.5 percent of real GDP) and an increase by 
approximately 0.5 percentage points, while non-sugar agriculture decreased by approximately 
18.2 percent (from approximately 4.4 to 3.6 percent of real GDP), and a difference of 0.8 
percentage points. This was first period marking the declining performance of non-sugar 
agriculture. However, total agriculture decreased by approximately 4.7 percent (from 
approximately 6.4 to 6.1 percent of real GDP) and difference of 0.3 percentage points (See 
Table 4a).   
                                                          
10
 Note: Appendix Table B corresponds with this table and relates to further data as discusses in this section 
TABLE 4a PERCENTAGE (%) SHARE OF REAL GDP BY SUBSECTORS OF AGRICULTURE & 10 
VARIATION RATE (%), BARBADOS (1980-2010) 
        
 Variation Rate (‘%) 
  ‘80 ‘89 ‘95 ‘00 ‘04 ‘06 ‘10 
‘80-
‘89 
‘89-
‘95 
‘95-
‘00 
‘00-
‘04 
‘04-
‘06 
‘06-
‘10 
Sugar 7.2 3.1 2.0 2.5 1.5 1.3 1.0 -56.9 -35.5 25.0 -40.0 -13.3 -23.1 
              
Non-Sugar 
Agriculture 3.1 3.5 4.4 3.6 3.2 3.0 3.3 12.9 25.7 -18.2 -11.1 -6.3   10.0 
              
Total 
Agriculture 10.3 6.6 6.4 6.1 4.7 4.3 4.3 -35.9 -3.0   -4.7 -23.0 -8.5 0.0 
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However, agriculture continued to exhibit weaknesses as it was further tested by 
the onset of trade liberalisation coupled with impact of the recession in 2001. As a 
consequence, sugar which was under a preferential arrangement with the European Union 
(EU), became subject to more competition in the global market.  This situation was coupled 
with the onset of another crisis in 2001 occurring in the US. These events between 2000 and 
2004, contributed to the further slowing of the sector’s performance over the previous period 
and therefore agriculture contracted in this period. So, between 2000 and 2004, sugar 
decreased by approximately 40.0 percent (from approximately 2.5 to 1.5 of real GDP), and a 
decrease of 1.0 percentage points, while non-sugar agriculture decreased by approximately 
11.1 percent (from approximately 3.6 to 3.2 percent of real GDP), and a difference of 0.4 
percentage points. As a result, total agriculture decreased by approximately 23.0 percent 
(from approximately 6.1 to 4.7 percent of real GDP) and a decrease of approximately 1.4 
percentage points (See Table 4a), 
By the next period, between 2004 and 2006 and another recession free period was 
generally one of good economic performance in Barbados. However, the agriculture 
subsector, though it decreased, was at a much slower rate than that of the previous period. 
Therefore, the sugar subsector of agriculture decreased by approximately 13.3 percent (from 
approximately 1.5 to 1.3 percent of real GDP, and a difference of 0.2 percentage points. On 
the other hand, non-sugar agriculture decreased by approximately 6.3 percent (from 
approximately 3.2 to 3.0 percent of real GDP), and a difference of 0.2 percentage points. This 
resulted in total agriculture decreasing by approximately 8.5 percent (from approximately 4.7 
to 4.3 percent of real GDP) and a difference of approximately 0.4 percentage points (See 
Table 4a).   
The agriculture sector in the period between 2006 and 2010, and like all other 
subsectors in the Barbados economy, was affected significantly by the onset of the 2008 
global financial crisis, which brought with it an increase in commodity and oil prices, and 
resulted in reduced levels of output in all major sectors including agriculture. Also in the 
period between 2006 and 2010, the economy of Barbados displayed signs of economic 
downturn similar to that of the early 1990s, although the recession in the early 1990s was 
characteristically different to the 2008 financial global crisis.  Consequently, the sugar 
subsector of agriculture decreased by approximately 23.1 percent (from approximately 1.3 to 
1.0 percent of real GDP) and a difference of approximately 0.3 percentage points, whereas, 
non-sugar agriculture grew by approximately 10.0 percent (from 3.0 to 3.3 percent of real 
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GDP) and an increase of 0.3 percentage points. Total agriculture reflected no change (See 
Table 4a).   
Actually, agriculture exhibited structural challenges before and throughout the 
review period. Some of these difficulties experienced by the sector were, the sectors lack of 
competitiveness in the global market and the lack of product diversification particularly in the 
area of sugar and in the sourcing of new markets. Therefore, when the preferential 
arrangement under the Cotonou agreement was removed and replaced by the CARIFORUM-
EC Economic Partnership Agreement (EPA) of 2008, and which guaranteed only duty free 
access to Barbados sugar product, the subsector significantly decreased.  
Table 4b shows the percentage share of real GDP by subsectors of industry and 
variation rates.  Industry in Barbados comprise: manufacturing, construction, quarrying and 
mining and electricity, gas and water. The sub-sectors that are considered to have the largest 
percentage shares in industry would be manufacturing and construction. Manufacturing has 
also been on a consistent downward trend since the 1980s, and would have been impact too 
by the closure of key electronic component assembly plants in this period (between1983 and 
1985).  Between 1980 and 1989, Mining and quarrying grew by approximately 40.0 percent 
(from approximately 0.5 to 0.7 percent of real GDP) and an increase of 0.2 percentage points. 
However, the manufacturing subsector decrease by approximately 16 percent (from 
approximately 11.8 to 9.9) a decrease of approximately 1.9 percentage points.   Electricity, 
gas and water expanded by approximately 38.1 percent (from approximately 2.1 to 2.9 
percent of real GDP) and an increase of approximately 0.8 percentage points and construction 
also expanded by approximately 5.7 percent (from approximately 7.0 to 7.4 percent of real 
GDP) and an increase of 0.4 percentage points. However, total industry decreased by 
approximately 2.3 percent (from approximately 21.4 to 20.9 percent of real GDP) and a 
difference of 0.5 percentage points (See Table 4b).   
The period between 1989 and 1995, can be characterised as one of slow real 
output for all the subsectors of the economy relative to the previous period.  Between 1989 
and 1995, the subsectors of industry decreased. However, there was no movement in Mining 
and quarrying as it was stagnant at 0.7 percent.  The subsector of manufacturing decreased by 
approximately 2.0 percent (from approximately 9.9 to 9.7 percent of real GDP) and a decrease 
of 0.2 percentage points. Further, the subsector of construction also decreased by 
approximately 24.3 percent (from approximately 7.4 to 5.6 percent of real GDP) and a 
decrease of 1.7 percentage points. Nevertheless, the subsector of electricity, gas and water 
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expanded by approximately 20.7 percent (from approximately 2.9 to 3.5 percent of real GDP). 
This resulted in a decline of industry by 6.7 percent (from approximately 20.9 to 19.5 percent 
of real GDP) and a decrease by 1.4 percentage points (See Table 4b).   
 
TABLE 4b PERCENTAGE (%) SHARE OF REAL GDP BY SUBSECTORS OF INDUSTRY & 
 VARIATION RATE (%), BARBADOS (1980-2010) 
     
 Variation Rate (%) 
  ‘80 ‘89 ‘95 ‘00 ‘04 ‘06 ‘10 
‘80-
‘89 
‘89-
‘95 
‘95-
‘00 
‘00-
‘04 
‘04-
‘06 
‘06-
‘10 
Mining & 
Quarry 
ing 0.5 0.7 0.7 1.1 0.9 0.9 0.5 40.0 0.0 57.1 -18.2 0.0 -44.4 
              
Manufact 
uring 11.8 9.9 9.7 6.8 6.1 5.6 4.6 -16.1 -2.0 -29.9 -10.3 -8.2 -17.9 
              
Electri 
city, 
Water & 
Gas 2.1 2.9 3.5 3.5 3.8 3.8 4.0 38.1 20.7 0.0 8.6 0.0 5.6 
              
Construc 
tion 7.0 7.4 5.6 7.3 8.6 8.9 6.3 5.7 -24.3 30.4 17.8 3.5 -29.2 
 
Total 
Industry 21.4 20.9 19.5 18.7 19.4 19.2 15.4 -2.3 -6.7 -4.1 3.7 -1.0 -19.8 
Source: Ministry of Finance and Economic Affairs (1998, 2000, 2014) 
 
The start of the review (between 1995 and 2000), showed a recovery of growth for 
industry and a marked improvement over the previous period.  It was also a period of boom 
the construction industry. Therefore, construction expanded in this period by approximately 
30.4 percent (from approximately 5.6 to 7.3 percent of real GDP) and an increase of 1.6 
percentage points. Similarly mining and quarrying improved and expanded by approximately 
57.1 percent (from approximately 0.7 to 1.1 percent of real GDP) and an increase of 0.4 
percentage points. However, the manufacturing subsector decreased in this period by 
approximately 29.9 percent (from approximately 9.7 to 6.8 percent of real GDP) and a 
decrease of 2.9 percentage points. The subsector of electricity, gas and water showed no 
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change in real GDP.  As a result total industry decrease by approximately 4.1 percent (from 
19.5 to 18.7 percent of real GDP) and a decrease of 0.8 percentage points (See Table 4b).  A 
worthwhile note is, that the manufacturing sector, performed moderately between 1995 and 
1997 as it continued to be driven by areas of chemicals, food and beverages and electronic 
components and with major export markets of CARICOM and the US. Nevertheless, the 
introduction in the VAT in 1997 seemed to negatively impact the manufacturing subsector, 
since it declined after this period as the cost of production and manufactured products became 
more expensive relative to imports.  
Similar to the agriculture sector, industry also faced the negative effects of both 
the onset of trade liberalisation and the 2001 recession, which occurred between 2000 and 
2004. As a result of trade liberalisation, industry which would have enjoyed some degree of 
protection over the years became challenged, as Barbados was obligated as a signatory to 
CARICOM and WTO, to meet the necessary requirements of the Common External Tariffs 
(SALISES, 2012).  This period was also a good period for the construction industry as it 
expanded by approximately 17.8 percent (from approximately 7.3 to 8.6 percent of real GDP) 
and an increase of 1.3 percentage points. The subsector of electricity, gas and water also 
increased and by approximately 8.6 percent (from approximately 3.5 to 3.8 percent of real 
GDP) and an increase by 0.3 percentage points. However manufacturing decreased once more 
by approximately 10.3 percent (from approximately  6.8 to 6.1 percent of real GDP) and a 
decrease of 0.7 percent, while mining and quarrying also decreased by approximately 18.2 
percent (from approximately 1.1 to 0.9 percent of real GDP) and a decrease of 0.2 percentage 
points. Overall, industry grew by approximately 3.7 percent (from 18.7 to 19.4 percent of real 
GDP) and an increase of 0.7 percentage points (See Table 4b). 
The next period that followed (between 2004 and 2006), industry generally 
declined over the previous period. So, in this period construction continue to expand, though 
at a reduced rate, and increased by approximately 3.5 percent (from approximately 8.6 to 8.9 
percent of real GDP) and an increase of 0.3 percentage points. However, manufacturing 
further decreased by approximately 8.2 percent (from approximately 6.1 to 5.6 percent of real 
GDP) and a decrease of 0.5 percentage points. Both mining and quarrying and electricity and 
gas showed no change in real GDP in this period.   Overall, industry contracted by 
approximately 1.0 percent (from 19.4 to 19.2 percent of real GDP) and a decrease by 
approximately 0.2 percentage points.  (See Table 4b and Appendix Table B). Much of the 
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activity in this period with respect to construction, reflects the preparation for the ICC Cricket 
World Cup held in Barbados in 2007.  
Towards the end of the review period (between 2006 and 2010) industry also 
displayed a downward trend as the 2008 global financial crisis negatively impacted the 
economy. Therefore, mining and quarry declined by approximately 44.4 percent (from 
approximately 0.9 to 0.5 percent of real GDP) and a decrease by 0.4 percentage points. 
Additionally, construction slowed in this period by approximately 29.2 percent (from 
approximately 8.9 to 6.3 percent of real GDP) and a decrease of 2.6 percentage points and 
likewise manufacturing decreased by approximately 17.9 percent (from approximately 5.6 to 
4.6 percent of real GDP) and a decrease by 1.0 percentage points.  However, electricity, gas 
and water grew by approximately 5.6 percent (from 3.8 to 4.0 percent of real GDP) and an 
increase by 0.2 percentage points.  As a result, total industry between 2006 and 2010 
contracted by approximately 19.8 percent (from 19.2 to 15.4 percent of real GDP) and a 
decrease by 3.8 percentage points (See Table 4b).  
The transformation of the economy to services is evident from the early 1980s, 
when the level of real output of the aggregate services sector, represented the largest share in 
the economy of Barbados.  Table 4c shows the percentage share of real GDP by subsectors of 
Services and variation rates. Services comprise sub-sectors of tourism, wholesale and retail 
trade, business and other services, government services and transportation, storage and 
communications, with tourism being the main driver of economic activity and foreign 
exchange earner of Barbados. Therefore, between 1980 and 1989 all the subsectors expanded. 
So the subsector of wholesale and retail trade grew by approximately 2.1 percent (from 
approximately19.5 to 19.9 percent of real GDP) and an increase of 0.4 percentage points. 
Similarly, tourism grew by approximately 8.0 percent (from approximately13.8 to 14.9 
percent of real GDP) and an increase of 1.1 percentage points. Additionally, transport, storage 
and communication increased by approximately 22.6 percent (from approximately 6.2 to 7.6 
percent of real GDP) and an increase by 1.4 percentage points, business and other services 
grew by approximately 6.9 percent (from approximately 16.0 to 17.1 percent of real GDP) 
and an increase of 1.1 percentage points. The subsector of government services also expanded 
by approximately 3.1 percent (from approximately12.7 to 13.1 percent of real GDP) and an 
increase by 0.4 percentage points. 
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 TABLE 4c PERCENTAGE (%) SHARE OF REAL GDP BY SUBSECTORS OF SERVICES & VARIATION RATE (%), BARBADOS (1980-2010) 
        
 Variation Rate (%) 
  ‘80 ‘89 ‘95 ‘00 ‘04 ‘06 ‘10 ‘80-‘89 ‘89-‘95 ‘95-‘00 ‘00-‘04 ‘04-‘06 ‘06-‘10 
Wholesale & Retail Trade 19.5 19.9 19.2 19.2 20.4 20.9 21.9 2.1 -3.5 0.0 6.3 2.5 4.8 
              
Tourism 13.8 14.9 15.5 15.8 13.2 13.4 12.0 8.0 4.0 1.9 -16.5 1.5 -10.4 
              
Transport, Storage & 
Communications 6.2 7.6 8.3 8.9 9.5 9.6 10.4 22.6 9.2 7.2 6.7 1.1 8.3 
              
Business & Other Services 16.0 17.1 17.5 17.8 18.7 18.9 20.5 6.9 2.3 1.7 5.1 1.1 8.5 
              
              
Government Services 12.7 13.1 13.8 13.5 14.1 13.7 15.3 3.1 5.3 -2.2 4.4 -2.8 11.7 
              
Total Services 68.2 72.6 74.2 75.2 75.9 76.5 80.1    6.5 2.2 1.3 0.9 0.8 4.7 
              
Real GDP BDS$MIL/TVR 
(%) 802.3 909.1 842.1 996.9 1016.4 1116.6 1097.6 13.2 -7.2 17.2 2.1 9.7 -1.6 
Source: Ministry of Finance and Economic Affairs (1998, 2000, 2014) 
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Overall, services increased by approximately 6.5 percent (from approximately 
68.2 to 72.6 percent of real GDP) and total increase of 4.4 percentage points (See Table 4c).  
Services between 1989 and 1995 to some extent was also negatively impacted as a 
result of the recession in 1991. The subsector of wholesale and retail trade decreased by 
approximately 3.5 percent (from approximately 19.9 to 19.2 percent of real GDP) and a 
decrease by 0.7 percent.  However, all other subsectors expanded in this period.  So that, 
tourism grew by approximately 4.0 percent (from approximately 14.9 to 15.5 percent of real 
GDP) and an increase by 1.4 percentage points. Further, transport, storage and 
communications grew by approximately 9.2 percent (from approximately 7.6 to 8.3 percent of 
real GDP) and increase by 0.7 percentage points, business and other services also expanded 
by approximately 2.3 percent (from approximately  17.1 to 17.5 percent of real GDP) and an 
increase of 0.4 percentage points. The subsector of government services expanded as well by 
approximately 5.3 percent (from approximately 13.1 to 13.8 percent of real GDP) and an 
increase by 0.7 percentage points. Therefore, total services grew by approximately 2.2 percent 
(from approximately 72.6 to 74.2 percent of real GDP) and an increase by 2.4 percentage 
points (See Table 4c). 
The beginning of the review period (between 1995 and 2000) was one that started 
with a weak performance for services, but during the period it improved. The subsector of 
wholesale and retail trade was stagnant at 19.2 percent.  However, tourism expanded by 
approximately 1.9 percent (from approximately 15.5 to 15.8 percent of real GDP) and an 
increase by 0.3 percentage points. Transport, storage and communications showed the highest 
level of growth for services in this period, when it grew by approximately 7.2 percent (from 
8.3 to 8.9 percent of real GDP) an increase by 0.6 percentage points. The other subsector that 
grew was business and other services and increased by approximately 1.7 percent (from 
approximately 17.5 to 17.8 percent of real GDP) and an increase by 0.3 percentage points. 
The subsector of government services contracted in this period by approximately 2.2 percent 
(from approximately 13.8 to 13.5 percent of real GDP) and a decrease by 0.3 percentage 
points. Total services increased by approximately 1.3 percentage points (from 74.2 to 75.2 
percent of real GDP) and a total increase by 1.0 percentage points (See Table 4c). 
Within the next period (between 2000 and 2004), services slightly decreased over 
the previous period but remained positive as the crisis significantly impacted mainly the 
subsector of tourism. Therefore, tourism decreased by approximately 16.5 percent (from 
approximately 15.8 to 13.2 percent of real GDP) and a decrease by approximately 6.3 percent 
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(from approximately 19.2 to 20.4 percent of real GDP) and an increase of 1.2 percentage 
points. Additionally, transport, storage and communications, which appear to be a major 
driver of the performance of services as it grew by approximately 6.7 percent (from 
approximately 8.9 to 9.5 percent of real GDP) and an increase by 0.6 percentage points. 
Business and other services also increased by approximately 5.1 percent (from approximately 
17.8 to 18.7 percent of real GDP) and an increase of 1.1 percent, while government recovered 
over the previous period and grew by approximately 4.4 percent (from approximately 13.4 to 
14.1 percent of real GDP) and an increase by 0.7 percentage points.  Overall, services 
increased by approximately 0.9 percent (from 75.2 to 75.9 percent of real GDP) and an 
increase by 0.7 percentage points (See Table 4c). 
Between 2004 and 2006, the total services percentage share of GDP marginally 
decreased over that of previous period. The subsector of wholesale and retail trade grew by 
approximately 2.5 percent (from approximately 20.4 to 20.9 percent of real GDP) and an 
increase by 0.5 percentage points. The subsector of tourism recovered in this period and grew 
by approximately 1.5 percent (from approximately 13.2 to 13.4 percent of real GDP) and an 
increase by 0.2 percentage points.   Other subsectors which expanded were transport, storage 
and communications which grew by approximately 1.1 percent (from approximately 9.5 to 9.6 
percent of real GDP) and an increase of 0.1 percentage points, and business and other services 
which grew by approximately 1.1 percent (from approximately 18.7 to 18.9 percent of real 
GDP) and an increase by 0.2 percentage points. However, the subsector of government 
services contracted once more as it decreased by approximately 2.8 percent (from 
approximately 14.1 to 13.7 percent of real GDP) and a decrease by 0.4 percentage points. 
Total services for this period, increased by 0.8 percent (from approximately 75.9 to 76.5) and 
an increase by 0.6 percentage points (See Table 4c).  Some of the increased activity in 
services was driven by the preparations for the hosting of the Cricket World Cup in 2007 and 
by the communications sector as the liberalisation of the telecommunications segment of 
transport, storage and communications took effect in 2004. 
By the end of the review (between 2006 and 2010) which marks the 2008 global 
financial crisis, the percentage share of real GDP by services grew much faster in this period 
than any other for the review period (between 1995 and 2010). Therefore, wholesale and retail 
trade grew by approximately 4.8 percent (from approximately 20.9 to 21.9 percent of real 
GDP0 and an increase by 1.0 percentage points. However, this period was not a good one for 
tourism which decreased once more by approximately 10.4 percent (from approximately 13.4 
31 
 
 
 
to 12.0 of real GDP) and a decrease by 1.4 percentage points.  One of the other subsectors 
which expanded was transport, storage and communication which consistently increased its 
percentage share of GDP and expanded in this period by approximately 8.3 percent (from 
approximately 9.6 to 10.4 percent of real GDP) and an increase by 0.8 percentage points. 
Business and other services also grew by approximately 8.5 percent (from approximately 18.9 
to 20.5 percent of real GDP) and an increase by 1.6 percentage points. Government services 
increased significantly in this period after declining in the previous period and grew by 
approximately 11.7 percent (from approximately 13.7 to 15.3 percent of real GDP) and an 
increase by 1.6 percentage points. The overall increase of services was approximately 4.7 
percent (from 76.5 to 80.1 percent of real GDP) and a total increase by 3.6 percentage points 
(See Table 4c).  
The data confirms that Barbados has transitioned to a services economy as the 
services sector is the main driver of economic activity and income in Barbados. However, it 
also shows that Barbados is very susceptible to crisis and shocks, with weaknesses evident in 
all sectors of the economy, as tourism which is the main foreign exchange earner of the 
economy, particularly being affected as a result of its external dependency on main source 
markets where the crisis occurred (the US) and the negative impact of crises appeared be 
strongest in the 1990s and after the 2008 global financial crisis (National Consultation, 2010). 
However, services generally showed low performance between early 2000 and mid-2000, that 
is, between 2000 and 2004 and 2004 and 2006  
Another important subsector is that of international business and financial services 
(IBFS) and like tourism it is another major contributor of foreign exchange to the economy. 
IBFS increased significantly during the 1990s, so that by the start of the review period, 
licenses issued to this sector in 1996 were at their highest level of 875. However, after 1996 
and more significantly from 2000 IBFS were on a downward trend, so that by 2001 licenses 
issued were the lowest recorded at 245 and approximately 4 times less than the 1996 licenses 
issued. This had implications on the level of capital flows into the country as many of the 
FSCs ceased operations in Barbados. According to the Ministry of Finance and Economic 
Affairs (2003), licenses to Financial Sales Corporations (FSCs) were ceased from 2001 as a 
result of a ruling by the WTO against the operations of these institutions. Barbados was one of 
the countries listed in 2000 as a tax haven by the Financial Action Task Force (FATF), which 
was subsequently removed. This resulted in Barbados modifying its legislation to increase 
financial supervision and address money laundering issues in keeping with international 
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standards (SALISES 2012).   By 2004, IBFS had recovered and though they never reached 
previous levels, 537 licenses were issued in 2006.  However, 2010 witnessed a decline once 
more in the issuing of licenses to 442. This was as a result of the effects of the 2008 global 
financial crisis (See Figure 2).  
 
FIGURE 2 LICENSES ISSUED – INTERNATIONAL BUSINESS & FINANCIAL SERVICES SECTOR, 
BARBADOS – SELECTED YEARS (1996-2010)  
 
Source: Ministry of Finance & Economic Affairs (1997, 1999, 2000, 2003, 2005, 2010) 
 
Equally important, is the need to briefly outline the movements in total income, 
inflation and inequality, in addition to characterizing the behaviour of the components of total 
income. Therefore, the variation of the components of total GDP by expenditure using market 
prices, is used to analyze the behaviour of total income.   
In the period beginning the review (between 1995 and 2000), aggregate income 
expanded by approximately 37.2 percent (GDP at market prices), and an annual rate of 
approximately 7.4 percent. This relatively high level of total income was the largest recorded 
in the review period and was accompanied by a relatively moderate level of inflation which 
totaled approximately 12.8 percent, and represented an annual average of approximately 2.6 
percent. The level of inequality in this period increased by 5 (from 0.39 to 0.44), an annual 
increase of approximately 1.0 (See Figure 3 and Table 4d).  
It would seem that this period which marked the beginning of the review, 
Barbados as a developing country exhibited similar developments in inequality as that of 
developed countries, so that, when the level of total income increased, the level of income 
inequality also increased. This pattern of rising inequality is deemed to be associated with the 
higher income sectors which tend to push up incomes at the top in periods of boom. This is 
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usually linked to economic behaviour within areas of real estate, tourism and financial 
services and other high technological areas of activity. The data also shows that inflation in 
this period, due to its low level, was not significant enough to impact the rise in inequality. 
Table 4d also indicates, that the expansion in income between 1995 and 2000 
appeared to be driven by the levels of investments as measured by gross capital formation and 
government spending, which increased by approximately 48.7 and 9.9 percent of total income 
respectively (from 11.9 to 17.7 and 12.1 to 13.3 percent of GDP respectively). 
Buildings/machinery was very high and increased by approximately 114 percent (from 4.3 to 
9.2 percent of GDP) relative to buildings which increased by approximately 16.7 percent 
(from 7.2 to 8.4 percent of GDP) of total investment. However, there appeared to be negative 
impact on private consumption as it decreased by approximately 1.9 percent (from 74.3 to 
72.9 percent of GDP). Net exports recorded a deficit of approximately 322.2 percent of total 
income (from 1.8 to (4.0) percent of GDP.   
 
 
 FIGURE 1 TOTAL INCOME, INFLATION & INEQUALITY, BARBADOS (1995-2010) 
 
Source: CBB (2015); CDB (2012); IMF (2000, 2004) 
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TABLE 4d PERCENTAGE (%) SHARE OF COMPONONENTS OF GDP BY EXPENDITURE AT CURRENT 
MARKET PRICES & VARIATION RATE (%),  BARBADOS (1995-2010) 
      
Variation Rate (%) 
  ‘95 ‘00 ‘04 ‘06 ‘10 ‘95-‘00 ‘00-‘04 ‘04-‘06 ‘06-‘10 
Net Personal Consumption 74.3 72.9 70.3 72.1 70.4 -1.9 -3.6 2.6 -2.4 
Government Consumption 12.1 13.3 17.3 14.2 18.8 9.9 30.1 -17.9 32.4 
Total Compensation Expenditure 86.4 86.2 87.6 86.4 89.1 -0.2 1.6 -1.4 3.1 
          
Buildings 7.2 8.4 8.5 8.8 7.1 16.7 1.2 2.2 --19.3 
Machine/Equipment 4.3 9.2 10.3 9.9 6.3 114.0 12.0 -3.9 -36.4 
Total 11.4 17.6 18.7 18.7 13.4 54.4 6.2 0.0 -28.3 
Change in Stocks 0.4 0.1 0.1 0.1 0.2 -75.0 0.0 0.0 100.0 
Total Gross Capital Formation 11.9 17.7 18.9 18.8 13.6 48.7 6.8 -0.5 -27.7 
          
Goods 10.5 8.8 7.9 11.9 9.7 -16.2 -10.2 50.6 -18.5 
Services 35.4 33.6 32.9 33.2 36.5 -5.1 -2.1 0.9 9.9 
Total Exports 45.9 42.4 40.9 45.1 46.2 -7.6 -3.5 10.3 2.4 
          
Goods 30.2 33 35.9 35.2 33.9 9.3 8.8 -1.9 -3.7 
Services 13.9 13.4 13.5 14.4 16.5 -3.6 0.7 6.7 14.6 
Total Imports 44.1 46.4 49.4 49.5 50.4 5.2 6.5 0.2 1.8 
          
Statistical Discrepancy 0.0 0.1 2.0 -0.6 1.5 0.1 1900.0 -130.0 350.0 
GDP AT CURRENT  MARKET PRICES 
(BDS$M) 4549.5 6243.3 7028.7 8606.5 8891.3 37.2 12.6 22.4 3.3 
Source: Ministry of Finance and Economic Affairs (2014) 
 
This higher level of investment spending on machinery and equipment in this 
period, contributed to increased building and infrastructural development in Barbados, driven 
by tourism in the area of hotels and golf courses and which positively impacted other 
subsectors such as construction, wholesale and retail trade and business and other services. 
However, the high level of imported goods (higher capital goods and retained imports) can be 
attributed to the increased construction and wholesale and retail trade activities. Government 
also increased its capital expenditure in the first half of this period, towards infrastructural 
development (housing and road building), but in the latter half, proceeded to reduce some of 
its capital spending (Ministry of Finance and Economic Affairs, 1995, 1997, 1998, 2000). 
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The change in total income between 2000 and 2004 was a significant decline over 
the previous period, where it declined by approximately 24.6 percentage points to reach an 
average total of approximately 12.6 percent, and an annual rate of approximately 3.2 percent. 
The change in the inflation in this period was also lower than the previous period by 
approximately 1.1 percentage point (from approximately 2.6 to 1.5 percent). Further, there 
was no change in the level of inequality, as the rate of change represented approximately zero 
(from approximately 0.44 to 0.44). This situation possibly corresponded to the slight decline 
in the higher income activities such as tourism due to the 2001 crisis, but was not a significant 
decline to push the inequality down, instead it remained at the same level.  This reduced level 
of total income was associated with the much lower level of investment and which changed 
over the previous period, from approximately 48.7 percent (from 11.9 to 17.7 percent of 
GDP) to 6.8 percent (from approximately 17.7 to 18.9 percent of GDP). In addition, there was 
a significant increase in government spending by approximately 30.1 percent over the 
previous period (from approximately 13.3 to 17.3 percent of GDP). However, private 
spending was also relatively lower than the previous period by approximately 1.7 percentage 
points to reach (3.6) percent of total income (from approximately  72.9 to 70.3 percent of 
GDP) and this may have been partly dampened by efforts of the authorities to control the 
money supply in this period. The deficit of net exports decreased relative to total income by 
approximately 112.5 percent, (from approximately (4.0) to (8.5) percent of GDP). Further, 
much of this period was impacted by declines in tourism activity which was not only 
negatively impacted by the crisis in 2001, but by hurricanes Ivan and Katrina, resulting in a 
reduction of long-stay visitors from the US, as well as the closure of various hotels in 
Barbados in the latter half of this period (Ministry of Finance and Economic Affairs, 2005).  
The period between 2004 and 2010 is analysed according to developments 
between 2004 and 2006, then between 2006 and 2010. So, between 2004 and 2006, the 
change in income was a marked improvement over the previous period, at an average of 
approximately 22.4 percent, and an annual rate of approximately 11.2 percent. However, the 
level of inflation in this period was correspondingly high at an annual rate of approximately 
6.7 percent. This relatively high level of income appeared to be driven by export of goods 
which increased significantly by approximately 50.6 percent (from 7.9 to 11.9 percent of 
GDP) and reduced the deficit on net exports by approximately 47.1 percent (from (8.5) to 
(4.5) percent of GDP).   This period also reflected the increase in import tax which possibly 
resulted in a decline in the level of imports relative to exports. In addition, investment 
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declined in this period by approximately 0.5 percent (from 18.9 to 18.8 percent of GDP).  
Although, most of the investment in this period was driven by private capital spending the 
fact that government reigned in some of its capital spending possibly offset total investment 
(Central Bank of Barbados 2004, 2006). However, there was a higher level of private 
spending in this period by approximately 2.6 percent (from 70.3 to 72.1 percent of GDP), 
while government consumption spending declined significantly by approximately 17.9 
percent (from 17.3 to 14.2 percent of GDP).   
The period between 2006 and 2010, was marked by another recession, as the 2008 
global financial crisis significantly impacted all sectors of the economy of Barbados.  The 
level of income declined significantly and reflected the largest decline within the review 
period at approximately 3.3 percent, an annual average of approximately 0.8 percent. 
However, when one examines the combined periods (2004 -2006 and 2006-2010) the level of 
total income increased to approximately 25.7 percent, an annual rate of approximately 4.3 
percent.  Nevertheless, this corresponded with a continued high level of inflation, although the 
rate was slightly lower than the period between 2004 and 2006 by 1.2 percentage points, and 
it reached an annual rate of approximately 5.4 percent. The inequality rose in this period, 
although it increased at a decreasing rate of 0.5 annually, it represented a total increase of 3.0 
(from 0.44 to 0.47 between 2004 and 2010). Moreover, table 4d above shows that government 
spending significantly increased once more in this period by approximately 32.4 percent 
(from 14.2 to 18.8 percent of GDP). The deficit in net exports was slightly lower than the 
previous period and represented approximately 6.7 percent of total income (from (4.5) to (4.2) 
percent of GDP). There was also a significant reduction in the level of investment by 
approximately 27.7 percent (from 18.8 to 13.6 percent of GDP) along with a lower level of 
private consumption spending by approximately 2.4 percent (from 72.1 to 70.4 percent of 
GDP). 
The data reveals that the level of investment and government spending trending in 
the opposite direction of personal consumption spending for the entire review period which 
may be as a result of the policies of the authorities to alter the money supply occasionally.  
However, the higher level of income in the first period appeared to be associated with the 
higher increase in inequality, while the latter period into the last period of the review, that is, 
between 2004 and 2006 and between 2006 and 2010 was marked by a higher level of 
inflation. So that, this higher inflation would seem to have contributed to the rise in inequality 
in this period, though it increased at a decreasing rate.  
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1.2.2 The Structure and Behaviour of Investment  
 
A closer examination of the structure and behaviour of investment in real terms, 
addresses the extent to which investment is concentrated in the two broad sectoral categories, 
namely, the traded and non-traded sectors. Therefore, the level of investment is measured as 
the percentage share of real GDP by sector, times the value of gross capital formation. This 
also enables one to determine how each sector impact changes in investment and whether 
investment is geared towards more productive or less productive activities. The traded sector 
comprises: tourism, agriculture, industry and the international business subsectors, which 
allows the country to earn foreign exchange and by extension support the main monetary 
policy stance to protect the fixed exchange rate peg. In contrast, the non-traded sector 
comprises main users of foreign exchange such as: government, distribution, construction, 
mining and quarrying, business and other services, transport, storage and communication and 
electricity, gas and water in order to support infrastructural development. However, one must 
be mindful that there is an interrelation between economic activity in the traded and non-
traded sectors, particularly in the case of tourism which stimulates economic activity in 
subsectors such as, wholesale and retail, business and other services, construction,  and related 
activities . It is also worthwhile to note that the overall level of investment in Barbados, is 
considered relatively low as compared to CARICOM as a whole.  The rationale for this 
situation is that commercial banks spreads have increased overtime (averaging approximately 
7.0 percent as at 2004) due to the flexing of monetary policy variables of reserve requirements 
and capital controls by the authorities, which have possibly discouraged higher levels of 
private investment in the country (Samuel & Valderrama, 2006).  
Table 5 shows that between 1995 and 2000, investment in the non-traded sector 
outpaced that of the traded sector by approximately 13 percentage points over the traded 
sector, with the non-traded sector investment increasing by approximately  4.1  (from 
approximately 68.5 to 71.3 percent) and the traded sector decreasing by approximately 8.9 
percent (from approximately 31.5 to 28.7 percent). Mining and quarrying, Construction, 
transport, storage and communications and business and other services (includes finance and 
insurance services) seemed to have driven the level of investment in this period, as they 
represented an increase of approximately 57.1, 30.4, 7.2 and 1.7 percent respectively (from 
approximately 0.7 to 1.1, 5.6 to 7.3, 8.3 to 8.9 and 17.5 to 17.8 of GCF respectively).  Further, 
both wholesale and retail trade and electricity, gas and water level of investment was 
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unchanged, while government investment contracted by approximately 2.2 percent (from 13.8 
to 13.5 percent of GCF). In the traded sector, tourism was the driver of investment in this 
period by approximately 1.9 percent (from 15.5 to 15.8 percent of GCF), while manufacturing 
and agriculture decreased by approximately 29.9 and 3.2 percent respectively (from 9.7 to 6.8 
and 6.3 to 6.1 percent of GCF respectively). This period was one of high construction activity, 
and stimulated by corresponding activity in tourism (in the building of hotels and golf course), 
and some government capital works, although government had started to reduce some of its 
capital spending (Ministry of Finance and Economic Affairs, 2000).   
Between 2000 and 2004 the total level of investment was generally lower relative 
to the previous period. The reduction in the level of investment may be partially associated 
with the crisis of 2001, which significantly impacted tourism and other subsectors in the 
traded sector, more so than subsectors in the non-traded sector.  Therefore, the non-traded 
subsector expanded by approximately 23.4 percentage points over the traded sector, with 
investment  in the non-traded sector representing an increase by approximately 6.7 percent 
(from approximately 71.3 to 76.1 percent of GCF)  and traded sector a decrease of 
approximately 16.7 percent (from approximately 28.7 to 23.9 percent of GCF). 
 
TABLE 5 PERCENTAGE (%) SHARE OF GROSS CAPITAL FORMATION BY SUBSECTORS OF THE 
TRADED & NON-TRADED SECTORS &VARIATION RATE (%), BARBADOS (1995-2010) 
     
Variation Rate (%) 
 
‘95 ‘00 ‘04 ‘06 ‘10 
’95- 
‘00 
‘00-
‘04 
‘04-
‘06 
‘06- 
'10 
SECTORS 
Agriculture 6.3 6.1 4.7 4.3 4.3 -3.2 -23.0 -8.5 0.0 
Manufacturing 9.7 6.8 6.1 5.6 4.6 -29.9 -10.3 -8.2 -17.9 
Tourism 15.5 15.8 13.2 13.4 12.0 1.9 -16.5 1.5 -10.4 
TOTAL TRADED SECTOR 31.5 28.7 23.9 23.4 21.0 -8.9 -16.7 -2.1 -10.3 
Mining & Quarrying 0.7 1.1 0.9 0.9 0.5 57.1 -18.2 0.0 -44.4 
Electricity, Gas & Water 3.5 3.5 3.8 3.8 4.0 0.0 8.6 0.0 5.3 
Construction 5.6 7.3 8.6 8.9 6.3 30.4 17.8 3.5 -29.2 
Wholesale & Retail Trade 19.2 19.2 20.4 20.9 21.9 0.0 6.3 2.5 4.8 
Transport, Storage & Communications 8.3 8.9 9.5 9.6 10.4 7.2 6.7 1.1 8.3 
Business & Other Services 17.5 17.8 18.7 18.9 20.5 1.7 5.1 1.1 8.5 
Government  Services 13.8 13.5 14.1 13.7 15.3 -2.2   4.4 -2.8 11.7 
TOTAL NON-TRADED SECTOR 68.5 71.3 76.1 76.6 79.0 4.1 6.7 0.7 3.1 
GCF BDS$ Millions 539.4 954.6 1445.2 1667.4 1206.3      77.0 51.4 15.4 -27.7 
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Source: Ministry of Finance & Economic Affairs (2014) 
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The subsectors of the traded sector:  electricity, gas and water, construction, 
wholesale and retail trade, transport, storage and communications, business and other services 
and government services correspondingly expanded in investment by approximately 8.6, 17.8, 
6.3, 6.7, 5.1 and 4.4 percent respectively (from approximately 3.5 to 3.8, 7.3 to 8.6, 19.2 to 
20.4, 8.9 to 9.5 17.8 to 18.7 and 13.5 to 14.1 percent of GCF respectively). However, mining 
and quarrying was the lone subsector to decrease in investment by approximately 18.2 percent 
(from approximately 1.1 to 0.9 percent of GCF). The traded sector further declined over the 
previous period, with tourism, manufacturing and agriculture all contracting in their levels of 
investment by approximately 16.5, 10.3 and 23.0 percent respectively (from approximately 
15.8 to 13.2, 6.8 to 6.1 and 6.1 to 4.7 percent of GCF respectively) (See Table 5).   
The level at which total investment changed was significantly lower than that of 
the previous period. So between 2004 and 2006, the non-traded sector significantly decreased 
the growth of investment relative to the past two periods.  As a result the non-traded sector 
increased investment by approximately 2.8 percentage points over the traded sector and an 
increase of investment by approximately 0.7 percent (from 76.1 to 76.6 percent of GCF), 
while investment in the traded  decreased by approximately 2.1 percent (from 23.9 to 23.4 
percent of GCF). The subsectors of construction, wholesale and retail trade, transport, storage 
and communications and business and other services drove the level of investment as they 
grew by approximately 3.5, 2.5, 1.1, and 1.1 percent respectively (from approximately 8.6 to 
8.9, 20.4 to 20.9, 9.5 to 9.6 and 18.7 to 18.9 percent of GCF respectively). However, mining 
and quarrying and electricity, gas and water remained stagnant at 0.9 and 3.8 percent 
respectively, while government services decreased in investment by approximately 2.8 
percent (from approximately 14.1 to 13.7 percent of GCF). The traded sector, though it 
generally contracted in the level of investment, tourism improved over the previous period as 
it increased to 1.5 percent (from approximately 13.2 to 13.4 percent of GCF), manufacturing 
and agriculture continued to decline (though at lower rates) by approximately 8.2 and 8.5 
percent respectively (from approximately 6.1 to 5.6 and 4.7 to 4.3 percent of GCF 
respectively) (See Table 5).  
The Barbados economy in the period between 2006 and 2010 did not performed 
well, as the negative impact of the global financial crisis of 2008 significantly weakened 
                                                          
11
 Note: that the international business and financial sector is not included in the calculations for the tradeable 
sector due to lack of data for that sector with respect to GDP percentage share 
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economic activity. Therefore, there was a general downward trend in the total level of 
investment activity, although the non-traded sector was positive and improved over the 
previous period. Therefore, the non-traded sector expanded in total investment over the traded 
sector by approximately 13.4 percentage points. The expansion of investment was 
approximately 3.1 percent (from approximately 76.6 to 79.0 percent of GCF), while the traded 
sector decreased by approximately 10.3 percent (from approximately 23.4 to 21.0 percent of 
GCF). The subsectors of government services, business and other services, transport, storage 
and communications, electricity, gas and water and wholesale and retail trade were the drivers 
of investment in this period and expanded by approximately 11.7, 8.5, 8.3, 5.3 and 4.8 percent 
respectively (from approximately 13.7 to 15.3, 18.9 to 20.5, 9.6 to 10.4, 3.8 to 4.0 and 20.9 to 
21.9 percent of GCF respectively). However, mining and quarrying (a further decrease for this 
subsector) and construction decreased by approximately 44.4 and 29.2 percent respectively 
(from approximately 0.9 to 0.5 and 8.9 to 6.3 percent of GCF respectively). The traded sector 
continued to decline, with tourism and manufacturing contracting by approximately 10.4 and 
17.9 percent respectively (from approximately 13.4 to 12.0 and 5.6 to 4.6 percent of GCF 
respectively), while agriculture was stagnant at 4.3 percent (See Table 5).  
The results of the data show that investment, the non-traded sector was the driver 
of investment for the entire review period, as the traded sector performed relatively poorly 
throughout the period. The major subsectors driving investment in the non-traded sector, were 
transport, storage and communications, construction, business and other services, wholesale 
and retail trade and to a lesser extent electricity, gas and water and government services, with 
tourism the main driver (though it was low or declined over the period) of investment in the 
traded sector. Additionally, the times when level of investment by tourism was positive, it was 
not enough to offset the decline of the other subsectors of the traded sector (manufacturing 
and agriculture). This seems to be an indication that more investment is geared towards the 
less productive sectors relative to the more productive sectors. However, the general level of 
investment declined after the beginning of the review period and this would have implications 
for total job creation. Further, and with reference to the chapter two, it is even more 
interesting, that the data on employment shows that there may be a concentration of 
investment towards the creation of more high/middle skilled jobs relative to the lower skilled 
jobs as the former appears to be growing at a faster rate than the latter. This may also have 
implications on the labour market with respect to inequality as the associated higher incomes 
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at the top would tend to increase faster than those at the bottom (See data on Employment by 
Occupation in Chapter two).    
 
1.2.3 Balance of Payments Relative to Total Income  
 
The stability of Barbados’ external position relies on the fact that the country 
maintains an adequate level of international reserves to maintain its fixed exchange rate. 
Therefore, financing of the external current account is one of the major factors contributing to 
a country’s overall performance.  As a result, the percentage share of GDP at market prices of 
selected components of the balance of payments (Current Account: Trade Balance and 
Remittances and the Capital and Financial Account) and their variation rates are analyzed.   
There are three major sources from which Barbados earns its foreign exchange 
including: net exports, transfers (inclusive of remittances) and foreign direct investments 
(FDIs) (Alleyne et al, 2011).  The behaviour of the current account and the capital and 
financial account is critical to understanding a country’s level of competitiveness, 
indebtedness and general issues of macroeconomic stability and development. 
At the start of the review (between 1995 and 2000), the total variation in income 
represented 37.2 percent and an annual average of 7.4 percent.  However, the deficit on the 
external current increased from approximately 1.9 to (4.6) percent of GDP, this represented an 
increase in the deficit of approximately 342.1 percent of total income. This growth in the 
current account deficit was supported by an increase in the trade deficit by approximately 
322.2 percent (from approximately 1.8 to (4.0) percent of GDP). Remittances were positive 
and have increased in importance over the years to Barbados. However, they accounted for 
approximately 33.3 percent of total income (from approximately 2.7 to 3.6 percent of GDP). 
Further, the capital and financial account represented a significantly increase as it increased 
from approximately (1.4) to 10.1 percent of GDP and a change of approximately 821.4 
percent of total income. The improvement in the capital and financial account appeared to 
offset the overall negative impact of the external current account (See Table 6).   
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TABLE 6 SELECTED COMPONENTS OFTHE BALANCE OF PAYMENTS AS A PERCENTAGE OF 
GDP & VARIATION RATE (%),  BARBADOS (1995-2010) 
      
            Variation Rate (%) 
  ‘95 ‘00 ‘04 ‘06 ‘10 ‘95-'00 ‘00-‘04 ‘04-‘06 ‘06-‘10 
Current Account 1.9 -4.6 -10.0 -5.8 -5.8 -342.1 -117.4 42.0 0.0 
Exports 45.9 42.4 40.9 45.1 46.2 -7.6 -3.5 10.3 2.4 
Imports 44.1 46.4 49.4 49.5 50.4 5.2 6.5 0.2 1.8 
Trade Balance 1.8 -4.0 -8.5 -4.5 -4.2 -322.2 -112.5 47.1 6.7 
Workers’ Remittances 2.7 3.6 3.7 2.0 1.8 33.3 2.8 -45.9 -10.0 
Capital & Financial 
Account 
-1.4 10.1 3.4 8.0 5.8 821.4 -66.3 135.3 -27.5 
Net International Reserves             9.0 15.5 16.9 13.9 16.0 72.2 9.0 -17.8 15.1 
GDP at Market Prices 4549.5 6243.3 7028.7 8606.5 8891.3 37.2 12.6 22.4 3.3 
Source: Central Bank of Barbados (2015); Ministry of Finance and Economic Affairs (1997, 1999, 2000, 2005, 
2010, 2013, 2014)
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An important note is that the capital and financial account in the latter half of this 
period reflects the major contribution from the receipts of an international bond issue of 
BDS$200.0 million and increased private inflows of BDS$309 million, specifically for 
tourism-related and public utilities projects in 2000 (Ministry of Finance and Economic 
Affairs, 2000). Consequently, net international reserves for this period increased by 
approximately 72.2 percent (from 9.0 to 15.5 percent of GDP).   
Economic activity in Barbados, between 2000 and 2004 was sluggish due to the 
onset of the 2001 crisis in the US. The change in total income represented approximately 12.6 
percent and an annual average of approximately 3.2 percent. This crisis impacted the major 
trading subsectors of tourism and international business and financial services.  Therefore, the 
external current account in this period continued to be in deficit, (from approximately (4.6) to 
(10.0) percent of GDP), this represented a deficit in the external current account of 
approximately 117.4 percent of total income. Much of this deficit corresponded to the deficit 
in the trade balance which was approximately 112.5 percent of total income (from 
approximately (4.0) to (8.5) of GDP. Remittances in this this period marginally increased by 
approximately 2.8 percent of total income (from approximately 3.6 to 3.7 percent of GDP). 
However, the capital and financial account significantly declined by approximately 66.3 of 
total income (from approximately 10.1 to 3.4 percent of GDP) (See Table 6).  Noteworthy is 
                                                          
12
 Note: Author’s own calculations based on data from source. 
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the fact that, specifically towards the end of this period (2004), the decline of the capital and 
financial account, was due to an increase in amortisation payments on central government and 
government guaranteed debt, resulting in a net outflow of public long-term capital along and 
with a reduction in both private long-term capital and net short-term inflows (Central Bank of 
Barbados, 2004).  Additionally, the net international reserves for this period though positive, 
significantly declined and represented a change of 9.0 percent (from 15.5 to 16.9 percent of 
GDP). 
The period between 2004 and 2006 reflected an improved economic performance 
over the previous period, with the variation in total income at approximately 22.4 percent and 
an annual average of approximately 11.2 percent.  The deficit on the current account 
decreased by approximately 42.0 percent of total income (from approximately (10.0) to (5.8) 
percent of GDP). This corresponded to the improvement in the trade deficit by approximately 
47.1 percent of total income (from (8.5) to (4.5) percent of GDP). However, remittances 
significantly decreased by approximately 45.9 percent of total income (from approximately 
3.7 to 2.0 percent of GDP). The capital and financial account recovered over the previous 
period and represented an increase by approximately 135.3 percent of total income (from 
approximately 3.4 to 8.0 percent of GDP). This was attributed to receipts from investment in 
real estate, coupled with a reopening of a public sector bond on the international bond market 
(2035) to increase public sector inflows and there was also a reduction in amortisation 
payments in this period (Ministry of Finance and Economic Affairs, 2006). In spite of the 
substantial decrease of the deficit on the current account, the remaining deficit was still 
significant enough to offset the increase on the capital account, thereby resulting in a large 
reduction in the net international reserves by approximately 17.8 percent (from 16.9 to 13.9 
percent of GDP).   
The end of the review period, (between 2006 and 2010) was impacted by the onset 
of the 2008 global financial crisis and also affected the level of total income as it represented 
approximately 3.3 percent and a decline over the previous period of approximately 19.1 
percentage points. However, the external current account remained unchanged (from 
approximately (5.8) to (5.8) percent of GDP). Further, the trade deficit slightly improved over 
the previous period by approximately 6.7 percent of total income (from approximately (4.5) to 
(4.2) percent of GDP). Remittances continued to decline, though at a slower rate and by 
approximately 10.0 percent of total income (from approximately 2.0 to 1.8 percent of GDP). 
The capital and financial account, decreased also in this period by approximately 27.5 percent 
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of total income (from approximately 8.0 to 5.8 percent of GDP (See Table 6).  A noted feature 
of this period, was that in 2010 there was a fall in public sector long-term inflows which 
would have offset the increase in private inflows and affecting the capital and financial 
account in this period. However, a flotation of US$200 million bond boosted the capital and 
financial account (Ministry of Finance and Economic Affairs, 2010) and resulted in an 
increase of the net international reserves by approximately 15.1 percent (from 13.9 to 16.0 
percent of GDP). 
The data shows that the movements in the external current account and the capital 
and financial depended on international borrowing to shore up the two accounts and to 
support the net foreign reserves, as the two accounts appeared at some moments in the review 
period displayed some vulnerabilities, they were either declining or in deficit.  In addition, 
there seem to be some issues of competitiveness for Barbados, as the persistence of the 
negative trade balance would have been the major contributing factor to the outcome of the 
external current account.  Furthermore, there appears to be a relationship between the current 
account deficits and the fiscal deficits in Barbados. In light of this, the ability of government 
to concentrate spending on more productive activities is impaired as more finances are 
allocated to debt obligations and less towards growth and development to support a welfare 
state, and as a result poverty and income inequality tend to increase as social services decline. 
This brings the discussion to examining the behaviour of public debt and the overall fiscal 
position of Barbados.  
 
1.2.4   Public Debt and Fiscal Deficit Relative to Total Income         
 
Barbados is among a group of countries in the Caribbean consisting of Jamaica, 
Grenada and St. Kitts and Nevis ranked among the top five, of the most indebted middle-
income countries in the world. The accumulation of the Barbados’ debt can be traced back to 
the late 1990s into early 2000s when the share of private creditors’ debt in the international 
capital markets was growing (Caribbean Development Bank, 2013). However, it is important 
to note that public debt is made up of a greater proportion of domestic debt compared to 
external debt. Equally important is the fact that most of the external debt have been used to 
shore up the balance of payments position (the association of debt and balance of payments 
imbalances).     
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The analysis of the public debt and fiscal deficit also reflects their percentage 
share of GDP and the variation rate, to inform the analysis on debt relative to total income. 
Between 1995 and 2000, the total public debt decreased by approximately 10.3 percent of 
GDP (from approximately 42.7 to 38.3 percent of GDP). This represented domestic public 
debt which decreased by approximately 19.2 percent of GDP (from approximately 27.1 to 
21.9 percent of GDP), while external public debt increased by approximately 5.1 percent 
(from approximately 15.6 to 16.4 percent of GDP). Therefore, the decline of the debt at the 
beginning of the review period (between 1995 and 2000) was due to increased revenue mainly 
from a rise in taxes from income and profits from approximately 31 to 34 of total revenue. 
However, total revenue increased by approximately 47.1 percent (from approximately 
BDS$1167.8 to BDS$1717.3 million dollars) (See Appendix, Table G). Towards the end of 
this period, although VAT was introduced in 1997, between 1998 and 2000 there was an 
increase in the debt to GDP ratio (from approximately 21.1 to 21.9 percent of GDP). This 
mainly represented government’s full repayment of a loan in 2000. Nevertheless, the primary 
balance decreased by approximately 82.9 percent of GDP (from approximately 3.5 to 0.6 
percent of GDP). However, the total fiscal deficit increased by approximately 166.7 percent 
(from approximately (0.6) to (1.6) percent of GDP), while there was a decrease in the debt 
service ratio by approximately 10.8 percent (from approximately 8.3 to 7.4 percent of GDP) 
(See Table 7).  
 
TABLE 7 PUBLIC DEBT & FISCAL DEFICIT AS A PERCENTAGE (%) OF GDP & VARIATION RATE 
(%), BARBADOS (1995-2010)   
       Variation Rate (%) 
 
 
‘95 ‘00 ‘04 ‘06 ‘10 
‘95- 
‘00 
‘00- 
‘04 
‘04-
‘06 
‘06-
‘10 
Domestic Public Debt 27.1 21.9 26.2 24.6 42.8 -19.2 19.6 -6.1 74.0 
External Public Debt  15.6 16.4 18.0 20.1 31.8 5.1 9.8 11.7 58.2 
Total Public Debt  
 
42.7 38.3 44.2 44.7 74.5 -10.3 15.4 1.1 66.7 
Primary Fiscal Balance  3.5 0.6 2.4 2.4 -3.5 -82.9 300.0 0.0 -245.8 
Overall Fiscal Deficit  -0.6 -1.6 -1.9 -3.2 -9.1 -166.7 -18.8 -68.4 -184.4 
Debt Service Ratio 
 
8.3  7.4 8.6 6.7 12.4 -10.8 16.2 -22.1 85.1 
GDP At Market Prices 4549.5 6243.3 7028.7 8606.5 8891.3 37.2 12.6 22.4 3.3 
Ministry of Finance and Economic Affairs (2005, 2007, 2010, 2014); WEO (2015) 
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By the next period (between 2000 and 2004) the total public debt increased by 
approximately 15.4 percent (from approximately 16.4 to 18.0 percent of GDP).  This period is 
characterised by increased spending by government towards an emergency package as a result 
of the 2001 crisis between 2000 and 2002, which pushed up the deficit in this period. In 
addition, this period also witness an increase increased in VAT receipts from 38.6 percent in 
the previous period (between 1995 and 2000) to 44.2 percent of total revenue, while total 
revenue increased by 10.5 percent (from approximately BDS$1717.3 to BDS$1897.4 million 
dollars) (See Appendix Table G). The primary balance in this period increased by 
approximately 300.0 percent (from 0.6 to 2.4 percent of GDP), while the total fiscal deficit 
grew, though at a slower rate, by approximately 18.8 percent (from approximately (1.6) to 
(1.9) percent of GDP). The debt to service ratio increased as well by approximately 16.2 
percent (from approximately 7.4 to 8.6 percent of GDP) (See Table 7). 
The total public debt in the period between 2004 and 2006 slightly increased by 
approximately 1.1 percent (from approximately 44.2 to 44.7 percent of GDP). However, 
domestic public debt decreased by approximately 6.1 percent (from approximately 26.2 to 
24.6 percent of GDP), while there was a further increase in the level of external public debt by 
approximately 11.7 percent (from approximately 18.0 to 20.1 percent of GDP). Further, there 
was no movement in the primary balance. Therefore, the overall fiscal deficit further 
expanded by 68.4 percent (from approximately (1.9) to (3.2) percent of GDP), while the debt 
service ratio decreased by approximately 22.1 percent (from 8.6 to 6.7 percent of GDP) (See 
Table 7). This period was impacted by off-budget activities of Public Private Partnerships 
(PPPs) along with deficits in public entities generating losses. In addition, the expansion of 
investment in the infrastructure in preparation for the Cricket World Cup (CWC) in 2007, 
drove the stock of fiscal debt to a higher level. Total revenue increased at approximately 17.2 
percent (from approximately BDS$1897.4 million to BDSS2223.3 million dollars) between 
the fiscal years 2004/2005 and 2006/2007, but was not enough to counter the rising deficit 
(See Appendix Table G). 
The period between 2006 and 2010 is marked as the most challenging period 
within the review as the debt and overall fiscal deficit significantly grew. The extremely high 
debt position of Barbados was a major reason for the downgrading of its investment grade by 
both Moody’s and Standards and Poor’s. Nevertheless, total public debt in this period 
increased at its highest level by approximately 66.7 percent (from approximately 44.7 to 74.5 
percent of GDP). The domestic public debt correspondingly grew by approximately 74 
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percent (from approximately 26.2 to 42.8 percent of GDP, while external public debt which 
consistently grew over the period also increased by approximately 58.2 percent (from 
approximately 20.1 to 31.8 percent of GDP). The primary balance significantly deteriorated in 
this period by approximately 245.8 percent (from approximately 2.4 to (3.5) percent of GDP), 
while the overall fiscal deficit grew by approximately 184.4 percent (from approximately 
(3.2) to (9.1) percent of GDP). The debt to GDP ratio also grew significantly by 
approximately 85.1 percent (from approximately 6.7 to 12.4 percent of GDP). This period 
featured an increase in government spending as a stimulus to the economy to counter the 
impact of the 2008 global financial crisis.  However, the fiscal position seemed to be also 
impacted as a result of the political business cycle in Barbados, as 2008 was also the National 
General Elections. This, was also a contributing factor of the decline in the fiscal imbalances 
in the early 1990s as the National Elections also occurred close to the crisis of that period. 
Further, the decision to increase the level of domestic borrowing was based on the fact that 
the domestic market was considered highly liquid (Caribbean Development Bank 2012, 
2013).  The revenue in this period also declined significantly over the previous periods to 
reach approximately 3.5 percent (from approximately BDS$2223.3 to BDS$23006 million 
dollars (See Appendix Table G). 
As a result of the decline in revenue, the government introduced austerity through 
fiscal policy measures, in order to increase revenue and reduce its expenditure.  However, in 
reviewing the measures to correct the fiscal debt of Barbados, they were focused on incomes 
and consumption. Although, a noted indicated by the International Monetary Fund, that the 
level of Tax exemptions were too high in Barbados and that there was an urgent need to 
address this issue as one of the ways to increase the country’s revenue capacity (IMF, 2011). 
However, the main measures of austerity involved the increase of the VAT by 2.5 percent in 
2010 (15 to 17.5 percent), the elimination of the non-taxed income on travel and 
entertainment for all employees in this category (mainly middle–income earners), introduced 
user fees on private prescriptive drugs, increased excise tax on gasoline to an additional $0.54 
per litre and increased the fare of public transport from $1.50 to $2.00 (which remained 
comparatively low). However, these fiscal measures seemingly dampened consumer 
spending, as prices on goods and services rose, in addition to the added burden to employees 
particularly in the middle-income level, as their taxes were increased (Ministry of Finance and 
Economic Affairs, 2010; Ernst & Young, 2010).   
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The data shows that public debt and the fiscal deficit position of Barbados is 
representative of a relatively sizeable portion of total income as well as the level of debt 
service which increased significantly rose between 2006 and 2010. The challenge for 
Barbados would be how to reduce the its deficit and maintain a certain level of income and 
growth to further improve its development and well-being of its citizens, as the sustaining of a 
welfare state becomes difficult with such a debt position and therefore the country is faced 
with such challenges of rising poverty and inequality.  
Moreover, government subsidies and transfers which comprise the largest share of 
government expenditure include spending on social services of education, health and general 
social care.  An examination of the social spending portfolio shows that there were declines in 
social spending mainly in the periods, between 2003 and 2004 and between 2009 and 2010 
with respect to the health, education between 2004 and 2010 and social care between 2007 
and 2010. In the health sector between 2003 and 2004 there was a reclassification of the 
expenditure as the public hospital transitioned to a statutory management. This possibly 
reflected the decline in expenditure of the health sector as expenditure was allocated to 
subsidies and transfers instead. The reduction of education expenditure is partly due to some 
reduction in allocations to secondary and primary levels, although there was an increase in 
expenditure at the tertiary level. 
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 TABLE 7a EXPENDITURE ON SOCIAL SERVICES AS A 
PERCENTAGE (%) OF TOTAL EXPENDITURE,                 
BARBADOS (1996-2010) 
 
Education Heath Social Care 
Total 
Expenditure 
1996 16.2 15.7 N/A 32.0 
1997 16.4 14.1 N/A 30.6 
1998 17.8 13.1 N/A 30.9 
1999 16.3 14.2 N/A 30.5 
2000 16.6 13.9 N/A 30.6 
2001 18.5 12.9 N/A 31.4 
2002 17.7 14.8 N/A 32.4 
2003 16.7 13.9 N/A 30.6 
2004 17.3 10.2 N/A 27.5 
2005 16.0 13.0 10.0 38.0 
2006 15.0 13.0 10.0 38.0 
2007 15.0 13.0 7.0 35.0 
2008 15.0 13.0 7.0 34.0 
2009 15.0 13.0 7.0 34.0 
2010 13.0 11.0 6.0 30.0 
Source: Ministry of Finance and Economic Affairs (1997, 2000, 2005, 2010) 
 
More specifically, there has been a noticeable decline (See Table 7a) in the area of 
social care even before the crisis, between 2006 and 2007 by approximately 3 percentage 
points (from 10 to 7 percent) and this may be attributed to the budgeted reform as set out in 
the budget of 2007 where an adjustment was made to the entitlements program by removing 
some of the state expenditure in this area and placing social entitlements into private 
investment (The Government of Barbados, 2007). The period reflecting the 2008 global 
financial crisis to the end of the review period, impacted all social services as social 
expenditure declined from 35 percent in 2007 to 30 percent in 2010, a decline of 5 percentage 
points. This situation also possibly impacted the levels of poverty and inequality particularly 
in this latter period of the review. 
 
1.2.5  The Behaviour of Inflation  
 
Persistently high levels of inflation can have a negative impact on poverty and 
inequality as higher prices, reduces the purchasing power of lower income earners relative to 
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those at the upper income level, since lower income earners are less inclined to save. In 
Barbados, the level of inflation generally correspond to the inflation in the United States and 
in the review period the level was moderate for the first and second periods, thereafter it 
increased.  Between 1995 and 1997 inflation in Barbados was approximately 10.1 percent, 
and an annual average of 5.1. The high inflation in this period for Barbados occurred in 1997, 
and this was due to the implementation of the VAT of 15 percent, which replaced 11 other 
taxes. However, due to an adjustment by the government, the following year the inflation was 
significantly lower. Therefore, between 1997 and 2000 inflation returned to a moderate level 
of approximately 2.7 percent, and an annual average of 0.9 percent. This resulted in total 
variation in the rate of inflation of 12.8, and an annual average of 2.6 percent (See Table 8).  
The inflation rate in the next period (between 2000 and 2004) was relatively low 
compared to the previous period, where it declined by 6.8 percentage points, to reach 6 
percent and an annual rate of 1.5 percent and lower than inflation in the US. By the period 
between 2004 and 2006 the inflation rate soared, where it reached approximately 13.4 
percent, and an annual average of 6.8 percent. There were a few contributing factors to this 
situation and included the imposition of the CESS tax on imports, which increased the prices 
of imported commodities by 3 percent in 2005 and by 2006 this tax was raised to 6 percent 
(See Table 8). This was a measure by the government, to control the level of imports which 
was coupled by rising international oil and commodity prices and which further inflated the 
price level (Boamah et al., 2006; Greenidge and DaCosta, 2009). 
 
TABLE 8 INFLATION RATE (%) & VARIATION RATE (%), 
BARBADOS & UNITED STATES (1995-2010)  
  Barbados  United States 
1995 1.9 2.8 
2000 2.4 3.4 
2004 1.4 2.7 
2006 7.3 3.2 
2010 5.8 1.6 
 Total & Annual   Variation Rate (%) 
 
Total Annual Total  Annual 
1995-2000 12.8 2.6 12.3 2.5 
2000-2004 6.0 1.5 9.4 2.4 
2004-2006 13.4 6.7 6.6 3.3 
2006-2010 21.5 5.4 8.0 2.0 
Source: Central Bank of Barbados (2007-2010); WEO (2014); Worrell et al. (2012) 
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The high rate of inflation continued through to the end of the review, though the 
rate was slightly lower over the previous period. The total level of inflation was 
approximately 21.5 percent and an annual average of 5.4 percent.  So, between 2007 and 2008 
the inflation rate increased by 4.1 percentage points (from 4 to 8.1 percent). By the next year 
(2009) the inflation had fallen by 4.5 percentage points, to reach 3.6 percent, and by 2010 it 
trended up once more by 2.2 percentage points, to reach 5.8 percent. This period witnessed an 
increase in international oil and commodity prices, which impacted the level of inflation. In 
addition, towards the end of 2010 the VAT was further increased to 17.5 percent also having 
some impact on the price level so that after the review (2011) inflation reached its highest 
level of 9.4 percent (Central Bank Barbados, 2015).  
As a result of the persistent high inflation in the periods between 2004 and 2006 
and 2006 and 2010, it is possible that the increase in inequality which increased from 0.44 as 
recorded by the IMF for 2004 to 0.47 as recorded by the Caribbean Development Bank for 
2010, was linked to the rising inflation in the latter period of the review and affected those at 
the lower levels of income. 
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CHAPTER TWO: THE BEHAVIOUR OF THE LABOUR MARKET (1995-2010) 
INTRODUCTION   
 
This chapter links the behaviour of the labour market to the changes in economic 
performance and the resulting increase in inequality in Barbados between 1995 and 2010. 
Therefore it will address the question: How has the changes in economic performance and the 
resulting rise in income inequality impacted the labour market? As a result it will highlight 
social protection policies and the collective bargaining process as an overview in 
understanding the main policies and institutional framework, which guide the labour market 
of Barbados. Thereafter, the behaviour of the labour market will be detailed. 
 
2.1 AN OVERVIEW OF LABOUR MARKET POLICIES AND INSTITUTIONS 
 
2.1.1 Evolution of Social Protection Policies 
 
Social protection polices of the labour market in Barbados has witnessed very 
limited amendments and additional policies within the review period. The labour market 
continues to be guided by four overarching pieces of legislation that are in clear need of 
review to further enhance the protection of the labour force, given the vulnerable economic 
conditions under which the country operates.  Nevertheless, there is the National Insurance 
and Social Security Act of 1966 which guides the National Insurance Scheme (NIS) in its 
policies of insurance against major employment issues such as unemployment (for a specified 
period of months), employment injury, sickness, maternity leave and death. Another piece of 
legislation is the Severance Payment Act of 1971 which provides the conditions that all 
workers after two years of employment service, are entitled to severance pay providing that 
their services have been terminated for other reasons, except in cases of voluntary or dismissal 
for cause. There is also the Shops Act of 1989, which is the only piece of legislation that was 
amended in the review period (1997) and which established a minimum wage only for shop 
assistants. The reverse tax credit for low income earners also introduced in 1997 forms part of 
the social policy, by way of a fiscal incentive.  Then there is the Holiday with Pay Act which 
provides for payment of vacation leave after 12 months of service (IMF, 1999; Ministry of 
Labour, 2009).  
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In addition, there is provision of pensions for both contributory and 
noncontributory persons who would have reached the pensionable age of 67, which has been 
amended from 65 in the early 2000s in consideration of the ageing population of Barbados. 
The reverse tax credit which was introduced in 1997 is applied to low wage earners who fall 
under a specified income bracket (see under fiscal and taxation policy, chapter one) Downes 
(2009). 
Further, there are three very important pieces of legislation that remain pending up 
to the end of the review and these include; The safety and health at work Act (SHAW Act) 
which extends the provisions of the Factories Act, to cover all workplaces except those of the 
armed forces (military and police) and would bring Barbados’ SHAW Act in line with the 
ILO Convention No. 155 and this was adopted in 1981. This is a very important piece of 
legislation as an estimated eighty (80) percent of the workforce is not covered by occupational 
safety and health legislation. There is the Employment’s Rights Bill (ERB), once it is made 
law would address the issue of unfair dismissal and ensure the rights of workers with respect 
to documentation of pay and so on. Lastly, there is the Minimum Wage (MW) Legislation, 
where there appear to be ongoing discussions about the need for a national minimum wage, 
since Barbados presently only has an occupational minimum wage which covers one category 
of workers (Wilkinson, 2010). 
2.1.2 The Collective Bargaining (CB) Process  
 
Barbados is the exception in the Caribbean regarding its general collective 
bargaining (CB) process, which it has inherited from its colonial past and has remain 
unchanged throughout the review period. The CB process in Barbados to a great extent 
reflects the progress of social policy since it is based on little or no regulations relating to the 
core CB principles. Consequently, it predominantly employs the voluntary system of 
Industrial Relations and therefore the system of common law is relied on for legal redress 
(Morris, 2002). It is noteworthy, that at the macro level of the collective bargaining process is 
the Social Partnership of government, trade unions and employers’ representatives which was 
established in the early 1990s and negotiates protocols centred on prices and incomes policy. 
Over the years, Barbados has ratified forty (40) ILO conventions with thirty-four (34) being 
enforced and six (6) denounced. Inclusive in the thirty-four (34) are the eight (8) fundamental 
conventions including C087 and C098: Freedom of association and the Protection of the Right 
to Organise Convention and the Right to Organise and Collective Bargaining Convention, 
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ratified in 1967. It is important to note, that the main unions involved in negotiating workers’ 
wages and conditions of service at the sectoral level, include the largest public sector union, 
the National Union of Public Workers (NUPW), the Barbados Workers Union (BWU) (the 
largest private sector union also with some public sector membership), the Barbados Union of 
Teachers (BUT) and the Barbados Secondary Teachers’ Union (BSTU). There are also staff 
associations which include: nurses, police, firemen and school principals and together they 
fall under the National Centre of the Congress of Trade Unions and Staff Associations of 
Barbados (CTUSAB).  Generally,  the labour force unionization for Barbados is considered to 
be at a moderate level,  and although it grew from 24 percent in 1995 to 30 percent in 2005, it 
remained stable at an average rate of 30 percent between 2009 and 2010 (Ministry of Labour, 
2009; Downes, 2008). 
 
2.2 CHANGES IN LABOUR MARKET BEHAVIOUR (1995-2010) 
 
 2.2.1 Labour Market Structure and Changes  
 
The Structure of the labour market in Barbados has been challenged by the rapid 
ageing of the population and the fact that the rate of natural increase has declined for most of 
the review period (1995-2010). To further examine the structure and changes in the labour 
market, the variations of the adult population, the labour force, inactive population, employed 
labour force and unemployed labour force are analyzed along with real income, inflation and 
income inequality.  Note, that the employed and unemployed represent their percentage shares 
of the adult population and is equivalent to the labour force participation rate). 
The period between 1995 and 2000 was a period when Real GDP grew at 
approximately 17.2  and an annual rate of approximately 3.4 percent with inflation at 
approximately 12.8 percent and an annual rate of approximately 2.6 percent, and with a higher 
inequality increasing by 5.0 points (from 0.39 to 0.44) which increased by 1.0 annually.  
Therefore, the level of expansion of the adult population represented approximately 3.4 
percent (from approximately 200.7 to 207.5 thousand persons) and an increase by 6.8 
thousand persons. However, the labour force expanded by approximately 4.0 percent (from 
approximately 136.8 to 142.3 thousand persons) and an increase by 5.5 thousand persons. 
Therefore, there was a decline in the level of inactivity by approximately 1.3 percent (from 
approximately 31.8 to 31.4 percent). The movements in the labour force also show, that 
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employment expanded by approximately 13.0 percent (from approximately 80 to 90.7 
percent) and an increase by 10.4 percentage points. Therefore, there was a corresponding 
significant decline in the level of unemployment by approximately 52.8 percent of the adult 
population (from approximately 19.7 to 9.3 percent) (See Table 9). This decline reflected the 
recovery of the economy, from the recession in the early 1990s. Therefore, this was one of the 
better periods of economic performance in Barbados, and a time when the employment 
seemed to be relatively high. It would also seem to suggests, that Barbados’ rise in inequality, 
patterns that of developed countries where higher growth tends to lend to higher inequality, as 
the higher income sectors are more likely to push up wages at the top in periods of economic 
prosperity, and equally so, as job creation is concentrated towards more higher/middle skilled 
occupations relative to low/skilled occupations.   
 
TABLE 9 SELECTED LABOUR MARKET INDICATORS IN THOUSANDS (000s) & PERCENTAGES 
(%), REAL GDP GROWTH RATE, GINI COEFFICIENT & INFLATION RATE & VARIATION RATE 
(%), BARBADOS (1995-2010) 
 
 
Adult 
Population 
(000s) 
Labour Force 
(000s) 
Employed 
Labour Force 
(%) 
Unemployed 
Labour Force 
(%) 
Participation 
Rate (%) 
Inactivity Rate (%) 
1995 200.7 136.8 80.3 19.7 68.2 31.8 
2000 207.5 142.3 90.7 9.3 68.6 31.4 
2004 210.6 146.3 90.2 9.8 69.5 30.5 
2006 211.6 143.5 91.3 8.7 67.9 32.1 
2010 213.6 142.3 89.2 10.8 66.7 33.3 
Total Variation Rate (%) 
1995-2000 3.4 4.0 13.0 -52.8 0.6 -1.3 
2000-2004 1.5 2.8 -0.6 5.4 1.3 -2.9 
2004-2006 0.5 -1.9 1.2 -11.2 -2.3 5.6 
2006-2010 0.9 -0.8 -2.3 24.1 -1.8 3.4 
Total & Annual Variation Rate of Real GDP (%), Gini Coefficient & Inflation (%) 
 
Real GDP Total/Annual Gini Coefficient Total/Annual Inflation Rate Total/Annual 
1995-2000 17.2 3.4 5 1 12.8 2.6 
2000-2004 2.1 0.5 0 0 6 1.5 
2004-2006 9.7 4.9 n.a n.a 13.4 6.7 
2006-2010 -1.6 -0.4 3 0.5 21.5 5.4 
Source: Ministry of Labour (2009); Ministry of Finance and Economic Affairs, (1997, 2000, 2010, 2014); CDB 
(2012), & IMF (2000, 2004) 
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The period between 2000 and 2004 was marked by a significant reduction of real 
GDP growth by approximately 2.1 percent and an annual rate of approximately 0.5 percent 
(mainly due to the effects of the crisis in 2001), with lower inflation at approximately 6.0 
percent and an annual rate of approximately 1.5 percent and inequality stagnant at 0.44.  The 
adult population continued to increase, though at a much slower rate by approximately 1.5 
percent (from 207.5 to 210.6 thousand persons) and an increase by approximately 3.1 
thousand persons. The labour force grew by approximately 2.8 percent (from approximately 
142.3 to 146.3 thousand persons) and an increase of 4.0 thousand persons. This corresponded 
to the decline in the level of inactivity which decreased by approximately 2.9 percent (from 
approximately 31.4 to 30.5 percent).  Further, the rate at which the labour force expanded, 
both in the previous period and this period, shows that it exceeded the rate by which the adult 
population grew. This possibly reflects the difference between the ageing of the population 
and the rate at which the labour force participation increased. The level of employment 
decreased over the previous period and represented approximately 0.6 percent (from 
approximately 90.7 to 90.2 percent) and a decrease by approximately 0.5 percentage points. 
Further, there was a corresponding increase in the level of unemployment by approximately 
5.4 (from approximately 9.3 to 9.8 percent) (See Table 9). 
In the period between 2004 and 2006, real GDP growth was relatively moderate at 
approximately 9.7 percent and at an annual rate of approximately 4.9 percent, but there was 
significant higher level of inflation at approximately 13.4 percent and an annual rate of 
approximately 6.7, which exceeded the level of growth in this period.  However, the Gini 
indicator for this period is unavailable.  Nevertheless, the period reflected a number of issues 
with respect to the labour force. The rate by which the adult population grew continued to 
decline to reach approximately 0.5 percent (from approximately 210.6 to 211.6 thousand 
persons) and an increase by 1.0 thousand persons. However, there was a decrease in the 
labour force in this period as it fell by approximately 1.9 percent (from approximately 146.3 
to 143.5 thousand persons) and a decrease by 2.8 thousand persons. There was a related 
decline in the level of participation of the labour for by approximately 2.3 percent (from 
approximately 69.5 to 67.9 percent) and a decrease by 1.6 percentage points. This decline in 
the labour force participation reflects the increase in the higher level of inactivity in this 
period, which grew by approximately 5.6 percent (from 30.5 to 32.1 percent). The higher 
level of inactivity, can be attributed to a larger percentage of  retired persons, which increased 
from approximately 49.8 percent to 52 percent of the inactive population between the 4
th
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quarter of 2004 and the 4
th
 quarter of 2006, there was also an increase in the persons keeping 
house from approximately 15 to 15.6 percent of the inactive persons for the same period and 
an increase of incapacitated persons from approximately 6.4 to 6.8 percent, while those in 
school decreased by approximately 22.6 to 21.6 percent (See Barbados Statistical Service, 
2005, 2007).  Further, the level of employment represented an increase by 1.2 percent (from 
approximately 90.2 to 91.3 percent) and an increase by 1.1 percentage points. Similarly, the 
level of unemployment significantly declined by approximately 11.2 (from approximately 9.8 
to 8.7 percent) (See Table 9). There is no clear indication as to how inequality changed in this 
period as the data is unavailable. However, the change in inflation which was relatively high 
relative to income would seem to be a contributing factor to the higher level of inequality that 
increased between 2004 and 2010.   
Between 2006 and 2010, another period marked by recession (the 2008 global 
financial crisis). The real GDP growth was at its lowest level in the review at approximately 
(1.6) percent and an annual average of approximately (0.4), while inflation continue to rise, 
though at a slightly lower rate than the previous period, to reach approximately 21.5 percent 
and an annual average of approximately 5.4 percent. The Gini in this period increased by 3.0 
points (from 0.44 to 0.47) and an annual increase of 0.5. The data for the labour market 
revealed that the adult population recovered some growth by approximately 0.9 percent (from 
approximately 211.6 to 213.6 thousand persons) and an increase of 2.0 thousand persons. The 
labour force continued to decline as it fell by approximately 0.8 percent (from approximately 
143.5 to 142.3 thousand persons) and a decrease of 1.2 thousand persons. Therefore, the level 
of inactivity further increased, though at slower rate than the previous period, approximately 
3.4 percent (from 32.1 to 33.3 percent).  This continued to reflect a slightly higher percentage 
of retired persons exiting the labour force which increased (from 52 to 52.5 percent) of the 
inactive population. The other main category of inactive persons which increased was the 
incapacitated from 6.8 to 8.8 percent) (See Barbados Statistical Service, 2007, 2010). Further, 
the level of employment in this period decreased by approximately 2.3 percent (from 
approximately 91.3 to 89.2 percent) and a decrease by 2.1 percentage points.  However, there 
was an increase in the level of unemployment by approximately 24.1 percent (from 
approximately 8.7 to 10.8 percent) (See Table 9). It is worthy to note, that although the level 
of unemployment did not reach the high level that was experienced at start of the review, 
unemployment trending towards double digits tend to create challenges for small island 
developing states, like Barbados.  
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The results of the data on the structure of changes of the labour market indicate 
that, the adult population generally declined over the period but showed some small increase 
in the latter period of the review between 2006 and 2010. The labour force grew at a faster 
rate than the adult population in the first two periods of the review but reduced relative to 
adult population in the last two periods of the review. There seemed to be some implications 
to the labour force with respect to the ageing of the population and the reality that the rate of 
natural increase of the population have decreased over the review period. The data also shows 
that in the latter the period of the review between 2006 and 2010 there was a higher level of 
unemployment and a higher level of inflation as compared to the previous period when the 
level of unemployment was much lower but inflation rate was higher. The impact of inflation 
in these two periods would have likely negatively impacted the level of inequality in this latter 
period of the review. 
 
2.2 Employment 
 
A further examination of the behaviour of employment by the traded and non-
traded sectors is important to determine movements of employment and how it possibly 
relates to the rise in inequality. Therefore, employment within each subsector of the two 
major sectors and the corresponding variations are analyzed. Generally, the non-traded sector 
represented the larger share of employment. However, all of the subsectors fluctuated in their 
levels of employment over the review period and with some subsectors recording higher 
levels of employment than others. Therefore, between 1995 and 2008
13
, the oscillations in 
employment may be reflective of part-time employment within the sectors. However, data on 
part-time employment is either limited or unavailable.   
Nevertheless, between 1995 and 2000, which can be regarded as a good period of 
economic performance with respect to the increase in the level of income and a moderate 
level of inflation, inequality increased (from 0.39 to 0.44). The level of employment in this 
period was also relatively high and reflects the increased employment in the non-traded sector 
relative to the traded sector.  Therefore, employment increased in the non-traded sector by 
approximately 3.8 percent (from 73.9 to 76.7 percent).  The subsectors that would have driven 
the increased were construction
14
, electricity, gas and water, finance, insurance and business 
                                                          
13
 Note: that the data for employment by sector is up to 2008 as provided by the source.  
 
14
 Note: the employment figures for construction include quarrying and mining 
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services and other services
15
. These grew by approximately 35.0 percent (from approximately 
8.0 to 10.8 percent), 66.7 percent (from approximately 0.9 to 1.5 percent), 7.2 (from 
approximately 6.9 to 7.4 percent) and 6.8 percent (from approximately 17.6 to 18.8 percent) 
respectively. The higher level employment in the above mentioned subsectors was enough to 
offset the decrease in employment in the other subsectors of the non-traded sector. Therefore, 
wholesale and retail trade, transport, storage and communications and government services 
decreased their levels of employment by approximately 1.3 percent (from approximately 15.1 
to 14.9), 13.0 percent (from approximately 4.6 to 4.0 percent) and 6.3 percent (from 20.8 to 
19.5 percent) respectively. Further, the traded sector contracted in employment in this period 
by approximately 11.2 percent (from approximately 26.0 to 23.1 percent). However, the 
increase of employment in tourism and non-sugar agriculture, did not offset the decline of 
employment in manufacturing and sugar subsectors. So tourism’s level of employment grew 
by approximately 4.6 percent (from approximately 10.8 to 11.3 percent). Additionally, non-
sugar agriculture increased its level of employment by approximately 3.7 percent (from 
approximately 2.7 to 2.8 percent), while both sugar and manufacturing showed a decline in 
employment by approximately 23.6 (from approximately 10.6 to 8.1 percent) and 52.6 (from 
approximately 1.9 to 0.9 percent) respectively (See Table 10). Generally, total employment in 
this period represented an increased by approximately 17.4 and was at its highest level in the 
review period. This data also reflects that there is a high concentration of employment in the 
services sector relative to industry and agriculture, although this period was a relatively good 
period for employment in construction. 
 
 
 
 
 
 
 
 
                                                                                                                                                                                     
 
15
 Note: General Services include private education and health services, activities of membership organisations, 
recreational, cultural and sporting activities, private households employing domestic personnel and other 
services such as hair-dressing, funeral services (Barbados Statistical Service. (2002). Compilation of National 
Accounts at Current Prices in Barbados. Retrieved from 
http://www.caricomstats.org/Files/Methodologies/National%20Accounts/Barbados%20NA%20in%20Country%
20format.pdf) 
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TABLE 10 EMPLOYMENT BY SECTOR AS A PERCENTAGE (%) &  
VARIATION RATE  (%), BARBADOS (1995-2008)
16
 
    
  
                 
Variation Rate (%) 
  ‘95 ‘00 ‘04 ‘06 ‘08 ‘95-‘00 00-04 ‘04-‘06 ‘06-‘08 
SUBSECTOR/SECTOR 
        Sugar 1.9 0.9 0.3 0.3 0.2 -52.6 -66.7 0.0 -33.3 
Non-Sugar Agriculture 2.7 2.8 3.0 3.3 2.6 3.7 7.1 10.0 -21.2 
Manufacturing 10.6 8.1 5.8 4.2 5.1 -23.6 -28.4 -27.6 21.4 
Tourism 10.8 11.3 9.2 10.3 10.6 4.6 -18.6 12.0 2.9 
TRADED SECTOR 26.0 23.1 18.3 18.1 18.5 -11.2 -20.8 -1.1 2.2 
Construction 8.0 10.8 10.2 11.1 10.3 35.0 -5.6 8.8 -7.2 
Electricity, Gas & Water 0.9 1.5 1.4 1.8 1.2 66.7 -6.7 28.6 -33.3 
Wholesale  & Retail Trade 15.1 14.9 14.8 12.7 14.4 -1.3 -0.7 -14.2 13.4 
Transport, Storage & 
Communications  
4.6 4.0 3.9 3.4 4.4 -13.0 -2.5 -12.8 29.4 
Finance Insurance & Business 
Services 
6.9 7.4 8.2 7.5 8.0 7.2 10.8 -8.5 6.7 
Other Services 17.6 18.8 21.9 24.4 22.8 6.8 16.5 11.4 -6.6 
Government Services 20.8 19.5 20.8 20.7 20.1 -6.3 6.7 -0.5 -2.9 
NON-TRADED SECTOR 73.9 76.7 81.2 81.5 81.2 3.8 5.9 0.4 -0.4 
Not Stated 0.1 0.2 0.3 0.2 0.2 100.0 50.0 -33.3 0.0   
Total Employed (000s) 109.9 129.0 132.0 131.0 132.1 17.4 2.3 -0.8 0.8 
Labour Force (000s) 136.7 142.3 146.3 143.5 143.8 4.1 2.8 -1.9 0.2 
Adult Population (000s) 200.7 207.5 210.5 211.1 212.7 3.4 1.5 0.5 0.9 
Source: Ministry of Labour (2009) 
 
The period (between 2000 and 2004) is one characterised by lower total income, 
relatively low inflation and inequality which remained stagnant at 0.44. Therefore, the 
behaviour of employment seemed to be correspondingly low relative to the previous period. 
The non-traded sector employment expanded by approximately 5.9 percent (from 
approximately 76.7 to 81.2 percent). The subsect  of this level of employment were finance, 
insurance and business services, other services and government services by approximately 
10.8 (from approximately 7.4 to 8.2 percent), 16.5 (from approximately 18.8 to 21.9 percent) 
and 6.7 percent (19.5 to 20.8 percent) respectively. The other subsectors of construction, 
electricity, gas and water, wholesale and retail traded and transport, storage and 
                                                          
16 Note: that the da to a for employment by sector is only provided up to 2008 by the source 
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communications decreased in employment by approximately 5.6 percent (from approximately 
10.8 to 10.2 percent), 6.7 percent (from approximately 1.5 to 1.4 percent), 0.7 percent (from 
approximately 14.9 to 14.8 percent) and 2.5 percent (from approximately 4.0 to 3.9 percent) 
respectively. However, the traded sector decreased in its level of employment by 
approximately 20.8 percent (from 23.1 to 18.3 percent). The only subsector to expand its 
employment was non-sugar agriculture by approximately 7.1 percent (from approximately 2.8 
to 3.0 percent), sugar, manufacturing and tourism decreased their levels of employment by 
approximately 66.7 percent (from approximately 0.9 to 0.3 percent), 28.4 percent (from 
approximately 8.1 to 5.8 percent) and 18.6 percent (from approximately 11.3 to 9.2 percent 
respectively. The total level of employment increased, but at a much slower rate than that of 
the previous period by approximately 2.3 percent (from approximately 129.0 to 132.0 
thousand persons) (See Table 10). The data reflects that the services sector continued to the 
main driver of this level of total employment and this period. 
Interestingly, the period (between 2004 and 2006) recorded one of the highest 
levels of income in the review period and also reflected a higher level of inflation. However, 
the Gini for this period is unknown. The level of employment in the non-traded sector 
increased at a much slower rate than that of the previous period and by approximately 0.4 
percent (from approximately 81.2 to 81.5 percent). This period also reflected a lower labour 
force, which appeared to be impacted by the high level of retired persons. The main 
subsectors driving this level of employment were construction, electricity, gas and water and 
other services by approximately 8.8 percent (from approximately 10.2 to 11.1 percent), 28.6 
percent (from approximately 1.4 to 1.8 percent) and 11.4 percent (from approximately 21.8 to 
24.4 percent). Subsectors of wholesale and retail trade, transport, storage and 
communications, finance, insurance and business services and government services decreased 
in employment by approximately 14.2 percent (from approximately 14.8 to 12.7 percent), 
12.8 percent (from approximately 3.9 to 3.4 percent), 8.5 percent (from approximately 8.2 to 
7.5 percent) and 0.5 percent (from approximately 20.8 to 20.7 percent). On the other hand the 
traded sector decreased in its level of employment by 1.1 percent (from approximately 18.3 to 
18.1 percent), and a slower decreased than that of the previous period.  The subsectors of non-
sugar agriculture, which continue to expand in employment and tourism which improved over 
the previous period increased levels of employment by approximately 10.0 percent (from 
approximately 9.2 to 10.3 percent1) and 12.0 percent (from approximately 3.0 to 3.3 percent) 
respectively. Sugar agriculture was stagnant at approximately 0.3 percent, while 
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manufacturing decreased in its level of employment by approximately 27.6 percent (from 
approximately 5.8 to 4.2 percent). The total employment decreased in absolute terms by 
approximately 0.8 percent (from 132 to 131persons). The services sector for the third 
consecutive period driving the total level of employment (See Table 10). 
The final period of the review (between 2006 and 2008), the 2008 crisis financial 
negatively impacted the level of income in this period as it decreased to a very low rate, with 
inflation relatively high and inequality increased (from 0.44 to 0.47). The behaviour of 
employment is this period was correspondingly low, though it appeared to be slightly better 
over the previous period.  Employment in the non-traded sector decreased by approximate 0.4 
percent (from approximately 81.5 to 81.2 percent). However, the subsectors of wholesale and 
retail trade, transport, storage and communications (increased employment for the first time in 
the review period) and finance, insurance and business services, expanded employment by 
approximately 13.4 percent (from approximately 12.7 to 14.4 percent), 29.4 percent (from 
approximately 3.4 to 4.4 percent) and 6.7 percent (from approximately 7.5 to 8.0 percent) 
respectively. Further employment was reduced in subsectors of  construction, electricity, gas 
and water, other services and government services by approximately 7.2 (from approximately 
11.1 to 10.3 percent), 33.3 percent (from approximately 1.8 to 1.2 percent), 6.6 percent (from 
approximately 24.4 to 22.8 percent and 2.9 percent (from approximately 20.7 to 20.1 percent) 
respectively. This period was the first time that the level of employment in the traded sector 
exceeded that of the non-traded sector. So employment in traded sector grew by 
approximately 2.2 percent (from approximately 18.1 to 18.5 percent). For the first time in the 
review period manufacturing expanded employment and by approximately 21.4 percent (from 
approximately 4.2 to 5.1 percent). Employment in tourism also grew by approximately 2.9 
percent (from approximately 10.3 to 10.6 percent). Also for the first time the level of 
employment decreased in non-sugar agriculture and by approximately 21.2 percent (from 
approximately 3.3 to 2.6 percent), while sugar continued to decrease by approximately 33.3 
percent (from approximately 0.3 to 0.2 percent) respectively. Total employment marginally 
increased in absolute terms by approximately 0.8 percent (from 131 to 132.1 persons). This 
period seem to be a slow one for employment in the services sector and an improvement in 
the manufacturing sector.  
The results of the data on employment by sector shows that employment generally 
followed the performance of the economy, except for the period between 2004 and 2006, 
where the economy grew but employment slowed, as a result of a reduced labour force and 
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higher inactivity among adults. The fluctuation in employment possibly reflected the 
movements of part time/casual workers within most of the sectors, probably with the 
exceptions of agriculture and manufacturing, as these subsectors were generally on the 
decline.  Further, a noticeable pattern in the transport, storage and communication sector is 
that for the first three periods in the review this sector’s level of employment decreased, 
although the sector’s income level was consistently expanding.  Nevertheless, the non-traded 
sector expanded employment at a higher level than that of the traded sector and the data also 
showed that those most of the services subsectors represented the highest levels of 
employment. Therefore, in the first period of the review where the economy was booming and 
employment was at its highest, with inflation moderate and a rise in the level of inequality, 
also reflects that high/middle skilled jobs grew at a faster rate than the low skilled jobs.    
 
 2.2.2.1 Employment by Occupational Groups and Level of Skills 
 
It is also necessary to analyse the movements of employment by main 
occupational groups, to determine the extent to which high/middle skilled jobs grew over that 
of low skilled jobs. The percentage share of each occupation is analyzed along with the 
variation rate.  It must be also noted that in Barbados, occupational groups are spread across 
all subsectors, with occupations more heavily concentrated in some sectors relative to others. 
For example, within government services there is a greater number of professionals 
(high/middle skilled jobs) and elementary workers (low skilled jobs), in finance, insurance 
and business services, the higher/middle skilled jobs like,  legislators, senior officials, 
professionals and technicians & associated professionals (high skilled jobs) outnumber the 
lower skilled jobs. In tourism, wholesale and retail trade and other/general services there are 
more service/shop workers (low skilled) jobs than (high/medium skilled) jobs, although these 
have been increasing, particularly in the wholesale and retail and in other/general services. 
Further, craft & related workers tend to be concentrated in construction (See Appendix Table 
K, and the table may be used as a guide to understanding occupational groups by sector, as the 
data is not available for the entire review). It is also important to note that low-skilled 
occupations in absolute terms represent a larger share of the employed labour force, however 
the rate at which these jobs grew were much slower than that of the high/middle skilled jobs.   
Table 10a, shows that occupations fluctuated over the review period, and as they 
are spread across all sectors, this would also be reflective of the movements in employment 
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by the aggregate sectors, but poses some difficulty in identifying the employment behaviour 
of specific sectors. 
Source: KILM (2014); Ministry of Labour (2009)  
 
So, the period at the beginning of the review (between 1995 and 2000), the 
high/middle skilled occupations grew by approximately 12.9 percent (from approximately 
30.3 to 34.2 percent). Occupational groups of legislators, senior officials, professionals, 
technicians and associated professionals and skilled agricultural works grew by approximately 
33.3 percent (from approximately 5.6 to 7.5 percent), 16.7 percent (from approximately 9.1 to 
10.6 percent), 14.0 percent (from approximately 6.2 to 7.1 percent) and 46.7 percent (from 
approximately 1.6 to 2.4 percent) respectively. However, plant/machine operators and 
assemblers was the only occupational group to decrease by approximately 15.8 percent (from 
approximately 7.8 to 6.6 percent). The low skilled category of occupations decreased by 
approximately 6.2 percent (from approximately 69.6 to 65.3 percent. Therefore, clerks, craft 
TABLE 10a  EMPLOYMENT BY OCCUPATIONAL GROUPS AS A PERCENTAGE  & VARIATION 
RATE, BARBADOS (1995-2008) 
      
 Variation Rate (%) 
  ‘95 ‘00 ‘04 ‘06 ‘08 
‘95-
‘00 
‘00-
‘04 
‘04-
‘06 
‘06-
‘08 
OCCUPATIONAL GROUPS 
Legislators, Senior Officials 
5.6 7.5 9.2 8.4 9.2 33.3 22.9 -9.1 10.0 
Professionals 9.1 10.6 12.7 12.0 12.2 16.7 19.1 -5.3 1.7 
Technicians & Associated 
Professionals 
6.2 7.1 8.4 8.0 8.0 14.0 19.2 -4.7 0.0 
Skilled Agricultural Workers 1.6 2.4 2.9 2.6 2.8 46.7 19.8 -9.8 7.9 
Plant/Machine Operators & 
Assemblers 
7.8 6.6 5.1 6.3 6.0 -15.8 -23.0 23.3 -4.5 
TOTAL HIGH/MIDDLE 
SKILLED 
30.3 34.2 38.3 37.3 38.2 12.9 12.0 -2.6 2.4 
Clerks 13.2 11.6 11.9 12.7 12.1 -11.9 2.3 7.2 -5.0 
Service/Shop Workers 18.2 18.6 17.3 17.2 18.5 2.2 -6.8 -1.0 7.5 
Craft & Related Workers 13.6 13.3 13.1 14.7 14.0 -2.9 -1.1 11.8 -4.4 
Elementary Occupations 24.6 21.8 18.8 17.8 17.0 -11.3 -13.7 -5.3 -4.7 
TOTAL LOW SKILLED  69.6 65.3 61.1 62.4 61.6 -6.2 -6.4 2.1 -1.3 
Not Stated/Classified 0.1 0.5 0.6 0.4 0.2 400.0 20.0 -33.3 -50.0 
TOTAL EMPLOYED (000s) 109.9 129.0 132.0 131.0 132.1 17.4 2.3 -0.8 0.8 
Labour Force (000s) 136.7 142.3 146.3 143.5 143.8 4.1 2.8 -1.9 0.2 
Adult Population (000s) 200.7 207.5 210.5 211.1 212.7 3.4 1.5 0.5 0.9 
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and related workers and elementary occupations decreased by approximately 11.9 percent 
(from approximately 13.2 to 11.6 percent), 2.9 percent (from approximately 13.6 to 13.3 
percent) and 11.3 percent (from approximately 24.6 to 21.8 percent) respectively. The only 
group which grew was service/shop workers by approximately 2.2 percent (from 
approximately 18.2 to 18.6 percent). So, for this period the decline in plant/machine operators 
and assemblers possibly corresponded to a decline in the level of employment in 
manufacturing and government services and the decline of clerks, possibly reflected the 
decrease in employment in government services as these occupational groups are mainly 
concentrated in these subsectors, while the increase in service/shop workers may be related to 
the increased level of employment in tourism in this period (See table 10a).    
Occupations between 2000 and 2004 continued to fluctuate and reflected a lower 
level over the previous period. In this period the decline in occupations was more pronounced 
in the low skilled occupations, so they fell by approximately 6.4 percent (from approximately 
65.3 to 61.1 percent).  This corresponded to decreases in occupations of service/shop workers, 
craft and related workers, and elementary occupations by approximately 6.8 percent (from 
approximately 18.6 to 17.3 percent), 1.1 percent (13.3 to 13.1 percent) and 13.7 percent (from 
approximately 21.8 to 18.8 percent. There was an improvement in the occupations of clerks as 
they grew by approximately 2.3 percent (from approximately 11.6 to 11.9 percent). For 
instance, the decline in service/shop workers may be associated with the slowing of 
employment in tourism and wholesale and retail trade in this period, while the increase in the 
occupations of clerks may be associates with improved employment in government services. 
On the other hand, the high/middle skilled occupations further expanded by approximately 
12.0 percent (from approximately 34.2 to 38.3 percent), with corresponding increases in the 
occupations of legislators, senior officials, professionals, technicians and associated 
professionals and skilled agricultural workers by approximately 22.9 percent (from 
approximately 7.5 to 9.2 percent), 19.1 percent (from approximately 10.6 to 12.7 percent), 
19.2 percent (from approximately 7.1 to 8.4 percent) and 19.8 percent (from approximately 
2.4 to 2.9 percent) respectively.  
The occupational group of plant/machine operators and assemblers further 
decreased by approximately 23.0 percent (from approximately 6.6 to 5.2 percent).  The 
increased level of legislators, senior officials and professionals, would tend  reflect to the 
movements of employments mainly in finance, insurance and business, government services 
as these occupations continued to expand.  
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In the period between 2004 and 2006, they was a general slowing of employment. 
However, low skill occupations grew faster than high/middle skilled occupations in this 
period. So low skilled occupations expanded by approximately 2.1 percent (from 
approximately 61.1 to 62.4 percent). The occupations correspondingly increasing were clerks 
and craft and related workers by approximately 7.2 percent (from approximately 11.9 to 12.7) 
and 11.8 percent (from approximately 13.1 to 14.7 percent) respectively. The other 
occupations of service/shop assistants and elementary workers decreased by approximately 
1.0 (from approximately 17.3 to 17.2 percent and 5.3 percent (from approximately 18.8 to 
17.8 percent). This period was not a good one for high/middle skilled occupations as they fell 
by approximately 2.6 percent (from approximately 38.3 to 37.3 percent. This fall off of the 
high/middle skilled occupations may be associated with the higher level of retired persons in 
this period which also reduced the level of the labour force. The occupations that 
corresponded to this decrease were legislators, senior officials, professionals, technicians and 
associated professionals and skilled agricultural workers by approximately 9.1 percent (from 
approximately 9.2 to 8.4 percent), 5.3 percent (from approximately 12.7to 12.0 percent), 4.7 
percent (from approximately 8.4 to 8.0 percent) and 9.8 percent (from approximately 2.9 to 
2.6 percent) respectively.  Interestingly, this was the only period in which the occupations of 
plant/machine operators and assemblers increased and by approximately 23.3 percent (from 
approximately 5.1 to 6.3 percent).  The increase in this category of occupation possibly reflect 
movements in increased employment in  construction and tourism, as this type of job also is 
important to these two sectors as well.     
The last period of review (between 2006 and 2008), shows that high/medium 
skilled occupational groups returned to growth as the low skilled occupational groups 
declined.  This period also witness unemployment levels that were trending upwards and 
appeared to affect the low-skilled workers more than the high/medium skilled. Therefore, 
high/middle skilled occupations grew by approximately 2.4 percent (from approximately 37.3 
to 38.2 percent). The occupations which correspondingly increased were legislators, senior 
officials, professionals and skilled agricultural workers by approximately 10.0 percent (from 
approximately 8.4 to 9.2 percent), 1.7 percent (from approximately 12.0 to 12.2 percent), 7.9 
percent (from approximately 2.6 to 2.8 percent) respectively. However, technicians and 
associated professionals was stagnant at 8.0 percent, while plant/machine operators and 
assemblers decreased by approximately 4.5 percent (from approximately 6.3 to 6.0 percent). 
The low skilled occupations fell by approximately 1.3 percent (from approximately 62.4 to 
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61.6 percent). The occupations reflecting this decreased were clerks, craft and related workers 
and elementary workers by approximately 5.0 percent (from approximately 12.7 to 12.1 
percent), 4.4 percent (from approximately 14.7 to 14.0 percent) and 4.7 percent (from 
approximately 17.8 to 17.0 percent) respectively. The only occupation which expanded was 
service/shop workers by approximately 7.5 percent (from approximately 17.2 to 18.5 percent. 
This may be related to improvement in employment both in tourism and wholesale and retail 
traded in this period.  
The data therefore confirms, that high/middle skilled occupational groups have 
generally increased faster than the low skilled occupational groups, which is also an 
indication that corresponding incomes at the top outpaced those at the bottom and 
contributing to the increase in inequality.  
 
TABLE 10b EMPLOYED LABOUR FORCE BY NO 
CERTIFIED & CERTIFIED SKILLS AS A PERCENTAGE 
(%), BARBADOS (2002-2009) 
  No Certified Skills 
Certified 
Skills 
Not Stated/ 
Classified 
2002 48 48 3 
2003 48 50 2 
2004 43 55 2 
2005 43 55 2 
2006 43 55 1 
2007 42 57 2 
2008 43 57 1 
2009 46 57 1 
SALISES (2012) 
 
A brief examination of Table 10b shows that the level of educational attainment of 
the labour force can be related to the increasing rate of the high/middle skilled occupations. 
The data only shows a portion of the review period between 2002 and 2009. However, labour 
force participants with certified skills increased between the period by approximately 9.0 
percentage points (from 48 to 57 percent), while those without certified skills represented a 
corresponding decline. Much of the increase in the educational attainment of the labour force 
can be attributed to the policy by the government of free education from primary to tertiary 
level. 
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2.2.3  Unemployment: Adult & Youth Unemployment   
 
Generally, unemployment continues to be a major challenge for Barbados. 
However, the data reveals that unemployment levels have been on the decline since the 
structural adjustment of the early 1990s.  A person is classified as unemployed if they have 
not worked during the reference period of one week, must have taken steps within the survey 
period to find a job or being available for work when it is found. Possible ways of job search 
include: writing applications, asking friends or relatives and so on, in addition going from 
company to company or preparing to start one’s own business (Barbados Statistical Service, 
2015). Persons on lay-offs or waiting to being a new job are also deemed unemployed.  
Therefore, by the start of the review period, unemployment levels trended 
downwards but with low to moderate increases in crises periods. It is noteworthy that, 
unemployment reaching double digits tend to impact small countries like Barbados, in terms 
of productivity and in generating the level of income to maintain economic and social 
stability.  Therefore, an examination of the behaviour of unemployment between adults and 
youth will be important to determine the extent to which these groups are impacted by 
unemployment, which can also lend to inequality, as persistent unemployment reduces 
income over time. As a consequence, youth and adult unemployment is examined according 
to their share in total unemployment and their variation rates.  
The start of the review between 1995 and 2000, unemployment moved from its 
high levels in the early periods of the 1990s. Youth unemployment as a percentage of total 
employment also decreased by approximately 10.8 percent (from approximately 38.8 to 34.7 
percent), while the adult unemployment increased by approximately 6.7 percent (from 
approximately 61.2 to 65.3 percent). However, total unemployment decreased in absolute 
terms by approximately 50.6 percent (from approximately 26.6 to 13.3 thousand persons) and 
a decrease by 13.3 thousand persons and equivalent to half the amount (See Table 11). This 
decrease in the level of unemployment corresponded to the increase in the level of 
employment in this period. Therefore this period also showed a higher level of income, 
moderate inflation and a higher level of inequality.  
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Source: KILM (2014); Ministry of Labour (2009) 
 
The crisis of 2001 is featured in this period between 2000 and 2004, and 
corresponded with an increase in the unemployment levels as major subsectors of tourism and 
financial services would have been impacted, along with other subsectors from the non-traded 
sector which also depend on tourism business in particular. However, the youth 
unemployment levels continued to decrease, though at a slower rate by approximately 3.2 
percent (from approximately 34.7 to 33.6 percent). The level of unemployment increased for 
the adult population at a correspondingly slower rate and by approximately 1.7 percent (from 
approximately 65.3 to 66.4 percent (See Table 11). The total absolute unemployment 
increased by approximately 7.5 percent (from approximately 13.3 to 14.3 thousand persons) 
and an increase by 1.0 thousand persons. This period was also marked by a lower income, 
inflation and stagnant inequality.  Further, it is possible that increased level of unemployment 
may be highest among those persons engaged in low skilled occupations, as these jobs 
declined relative to high/middle skilled jobs in this period, which reflects a higher level of 
unemployment.   
The next period between 2004 and 2006, was an improvement of the previous 
period, with respect to increased income and relatively lowest levels of unemployment in the 
review period. However, this lower level of unemployment was proportioned from a smaller 
labour force in this period. Youth unemployment continued on its downward trend at a much 
reduced rate over the previous periods. Therefore the decrease of your unemployment was 
approximately 0.9 percent (from approximately 33.6 to 33.3percent). The adult 
unemployment increased 0.5 percent (from approximately 66.4 to 66.7 percent). The total 
unemployment decreased by approximately 12.6 percent (from 14.3 to 12.5 thousand persons) 
TABLE 11 YOUTH & ADULT UNEMPLOYMENT AS A PERCENTAGE OF TOTAL UNEMPLOYMENT 
(%) & VARIATION RATE (%), BARBADOS (1995-2010) 
      
Variation Rate (%) 
 
1995 2000 2004 2006 2010 
1995-
2000 
2000-
2004 
2004-
2006 
2006-
2010 
Youth Unemployment 38.8 34.7 33.6 
     
33.3 32.6 -10.6 -3.2 -0.9 -2.1 
Adult Unemployment 61.2 65.3 66.4 66.7 67.4 6.7 1.7 0.5 1.0 
Total Unemployment (000s) 26.9 13.3 14.3 12.5 15.3 -50.6 7.5 -12.6 22.4 
Labour Force (000s) 136.7 142.3 146.3 143.5 143.8 2.7 1.9 -1.3 0.1 
Adult Population (000s) 200.7 207.5 210.5 211.1 212.7 3.3 1.4 0.3 0.8 
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and a decrease by 1.8 thousand persons (See Table 11). This period was one of the two when 
the inactivity levels were much higher, the other period being the end of the review.  
Therefore, the labour force declined and as mentioned before the increased level of retirement 
appeared been the driver of the level of inactivity and which impacted the change in the 
labour force, thereby reducing both the unemployment and employment levels in absolute 
terms. This change in the labour market appeared to have impacted the high/middle skilled 
occupations relative to the low skilled occupations as more persons in this category may 
possible have retired during this time, and the level of low skilled occupations increased. 
However, this period also reflects a relatively high level of income, but higher inflation and 
the inequality is unknown, which makes it difficult to determine its impact in this period.  
The last period of the review between 2006 and 2010, is also marked by crisis (the 
2008 global financial crisis), which had a longer negative impact on the economy of Barbados 
than the crisis in 2001.  This period in the review showed the lowest income levels, a 
continued high level of inflation than in the previous period and the inequality increased. 
Youth unemployment decreased by the rate increased in this period relative to the previous 
period by approximately 2.1 percent (from approximately 33.3 to 32.6 percent). The adult 
unemployment increased by approximately 1.0 percent (from approximately 66.7 to 67.4 
percent). Total unemployment increased in this period in absolute terms by approximately 
22.4 percent (from approximately 12.5 to 15.3 thousand persons) and an increase by 2.8 
thousand persons. This period appeared to be more challenging for Barbados as the increase 
in unemployment at this rate can impact the economic performance of the country and by 
extension its ability to support social activities. 
The data on unemployment shows youth unemployment was consistently on the 
decline relative to the adult unemployment, but the rate at which it decreased, slowed between 
the first three periods of the review and increased in the latter period. Although the data 
reflects this decrease in youth unemployment, it is still a challenge to policy makers in 
addressing the issue of job creation for the young persons. This is added to the general 
concern for Barbados that unemployment levels trending towards double digits, are difficult 
for a country the size of Barbados to manage as it has implications for the productive and 
income earning capacity of the country which is necessary to support social and economic 
stability, and for improving the living standards of its citizens. However, there needs to be 
specific research on the issue of youth unemployment with the view to addressing the issues 
of persons in their most productive years that are jobless, but this is outside the scope of this 
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dissertation. Nevertheless, though unemployment has generally declined, unemployment 
remains a concern as it trended upwards in the latter period of the review.    
  
2.2.4 The Behaviour of the Occupational Minimum Wage  
 
Minimum wages are recognized by many countries in the world as a necessary 
social institutional framework, aimed at protecting those most vulnerable within the labour 
force. In spite of its significance, Barbados is one of the countries that have not sought to 
embrace such a social framework at the national level, but applies minimum wages to one 
category of workers, considered to be in the category of low skilled workers, which are, the 
service/shop workers. Most of these workers are predominantly in the tourism and the 
distribution (wholesale and retail trade) subsectors. Therefore, the other low skilled 
occupations such as, clerks, craft & related workers (comprising labourers predominantly in 
the construction and related subsectors) and elementary workers, are outside of the 
occupational minimum wage policy. These occupations (workers) accounted for 
approximately 41.0 percent of the labour force in 1995 and approximately 40.0 percent in 
2008. If one includes the services/shop workers, together these low skilled jobs represent 
approximately 56 and 57 percent of the labour force in 1995 and 2008 respectively. 
Therefore, these low skilled occupations (workers) still represent a significant number of the 
total labour force and are not adequately protected and in some cases not protected by 
minimum wages, which can influence the increase in the level of poverty and inequality, as is 
evident from the data in Barbados. Moreover , the reverse tax credit which was introduced in 
1997, was an initiative to offset the impact of inflation on low income earners and the impact 
of the 15 percent Vat that was also introduced in that year. In addition, the reversed tax credit 
was also considered as a replacement to a national minimum wage (CDB, 2012). It is 
important to note, that minimum wages initially within the occupational group of service/shop 
workers was categorized according to age (under 18 and 18 and over) where different rates 
were applied up to 2004. This, application of minimum wages may appeared to be 
discriminatory as the service/shop workers and their associated duties would not necessarily 
be differentiated. Therefore, in 2004 the age criteria was removed and one rate applied. 
According to Downes (2008), at 2003 the Ministry of Labour estimated that “the threshold of 
economic comfort” or what may be termed a living wage for an adult, was BDS$250 per 
week. This is interesting in relation to the actual behaviour of the occupational minimum 
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wage. Therefore the data will be examined to determine whether the occupational minimum 
wage was in line with the living wage. As a result the occupational minimum wage in 
conjunction with the reversed tax credit, are adjusted for inflation to reflect the real minimum 
and reversed tax credit rates and the variations rates are also presented. Note that while the 
reversed that credit is an annual lump sum payment, it is calculated as a weekly rate to show 
its impact on the weekly occupational minimum wage. It is also important to note that the data 
reflects the years between 1997 and 2010. 
The period between 1997 and 2000, shows that the occupational minimum wage 
for the under 18 age group decreased by approximately 2.7 percent (from approximately 
BDS$143.3 to BDS$139.5), and a decrease of BDS$4.2. Similarly, the occupational minimum 
wage for the 18 and over age group decreased by approximately 2.7 percent (from 
approximately BDS$154.2 to BDS$150.0) and a decrease of BDS$4.2. The reversed tax 
credit which is equally applied to both groups decreased by approximately 2.3 percent (from 
approximately BDS$8.7 to BDS$8.5) and a decrease by BD$0.2. As a result the total 
occupational minimum wage for the under 18 group decreased by approximately 2.6 percent 
(from approximately BDS$152.0 to BDS$148.0) and a total decrease of BDS$4.0, whereas 
the total occupational minimum wage for the 18 and over group decreased by approximately 
2.7 percent (from BDS$162.9 to BDS$158.5) and a total decrease by BDS$4.4 (See Table 
12). This period featured the introduction of the VAT of 15 percent which had an inflationary 
impact as inflation in this year was relatively high compared to other years in this period at 
approximately 7.7 percent and would have significantly reduced the purchasing power of the 
occupational minimum wage. However, between 1997 and 2000 the total inflation decreased 
by approximately 5.3 percentage points (from approximately 7.7 to 2.4 percent). By the 
period between 2000 and 2004, there was a significant improvement in the rate at which the 
occupational minimum wage increased over the previous period. However, it remained below 
the stated living wage of BDS$250 as at 2003.  
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TABLE 12 REAL OCCUPATIONAL MINIMUM WAGES & REVERSE TAX CREDIT IN WEEKLY RATES 
OF BDS$ & VARIATION RATE (%), BARBADOS (1997-2010) 
      
Variation Rate (%) 
  1997 2000 2004
17
 2006 2010 
1997-
2000 
2000-
2004 
2004-
2006 
2006-
2010 
REAL MINIMUM 
WAGES 
         Occupational Minimum 
Wage (Under 18 years old) 143.3 139.5 166.9 146.5 118.8 -2.7 19.6 -12.2 -18.9 
Reverse Tax Credit 8.7 8.5 8.0 7.1 14.9 -2.3 -5.9 -12.5 109.9 
Total Occupational 
Minimum Wage (Under 18 
years Old) 152.0 148.0 174.9 153.6 133.7 -2.6 18.2 -12.2 -13.0 
          
Occupational Minimum 
Wage (18 years old & 
Over) 154.2 150.0 166.9 146.5 118.8 -2.7 11.3 -12.2 -18.9 
Reverse Tax Credit 8.7 8.5 8.0 7.1 14.9 -2.3 -5.9 -12.5 109.9 
Total Occupational 
Minimum Wage (18 years 
Old & Over) 162.9 158.5 174.9 153.6 133.7 -2.7 10.3 -12.2 -13.0 
 
NOMINAL WAGES  
         Occupational Minimum 
Wage (Under 18 years old) 
158.0 158.0 200.0 200.0 200.0 
    Occupational Minimum 
Wage (18 years old & 
Over) 170.0 170.0 200.0 200.0 200.0         
Reversed Tax Credit 9.6 9.6 9.6 9.6 25.0     
 
Consumer Price Index 
(1995 =100) 110.3 113.3 119.9 136.5 168.4     
Source: Central Bank of Barbados (2015); Downes (2008) 
This period also featured the converging of the occupational minimum wage as 
the age categories were eliminated and as a result the former under 18 age group seemed to 
have had the greater improvement in the occupational minimum wage. Therefore, 
occupational minimum wages increased for the under 18 group by approximately 19.6 percent 
(from approximately BDS$139.5 to BDS$166.9) and an increase by BDS$27.4. The 
occupational minimum wage for the 18 and over group also increased but at lower rate than 
the previous group, by approximately 11.6 percent (from approximately BDS$150.0 to 
BDS$166.9) and an increase of BDS$16.9. However, the reversed tax credit decreased in this 
period by approximately 5.9 percent (from approximately BDS$8.5 to BDS$ 8.0) and a 
decrease of BDS$0.5. Therefore the total occupational minimum wage for the under 18 group 
grew by approximately 18.2 percent (from approximately BDS$148.0 to BDS$174.9) and an 
                                                          
17
 Note: In 2004, the age criteria applied to the occupational minimum wage was removed 
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increase of BDS$26.9, while the total occupational minimum wage for the 18 and over group 
grew by approximately 10.3 percent (from approximately BDS$158.5 to BDS$174.9) and an 
increase by BDS$16.4. (See Table 12) The inflation in this period was significantly lower 
than in the previous period as it decreased by 1.0 percentage points from (2.4 to 1.4 
percent).The inflation for this period totaled approximately 1.4 percent, and bring the total 
inflation for the period at approximately 6.0 percent. Therefore the total increase of the 
occupational minimum wage and the reversed tax credit for the under 18s was approximately 
19.1 percent, while the 18 and over group was approximately 10.9 percent (See Table 12).  
The next period between 2004 and 2006 was marked by very high inflation, which 
negatively impacted the level of the occupational minimum wage and the reversed tax credit 
in a significant way.  Therefore, the occupational minimum wage decreased significantly over 
the previous period by approximately 12.2 percent (from approximately BDS$166.9 to 
BDS$146.5) and a decrease by BDS$20.4. The reversed tax credit also decreased by 
approximately 12.5 percent (from approximately BDS$8.0 to BDS$7.0) and a decrease by 
approximately BDS$1.0. As a result the total occupational minimum wage decreased by 
approximately 12.2 percent (from approximately BDS$174.9 to BDS$153.5) and a decrease 
by BDS$21.4 (See Table 12). The inflation in this period increased by approximately 5.9 
percentage points (from approximately 1.4 to 7.3 percent.  
Between 2006 and 2010, the reversed tax credit for the first time showed a 
positive increase, as a result of the initial increase in the rate applied in 2007.  This, positive 
increase in the reversed tax credit is attributed to the increased in the rate in the corresponding 
periods outlined as follows: 60 percent (from approximately BDS$500 (1997-2006), to 
BDS$800 in (2007) and an increase by BDSS$300.0. Then, it increased once more by 
approximately 37.5 percent (from approximately BDS$800 to BDS$1100 between 2007 and 
2008) and an increase of BDS$300.0. By 2009 there was another increase, so that between 
2008 and 2009 the increase measured approximately 18.2 percent (from approximately 
BDS$1100.0 to BDS$1300.0) and an increase of BDS$300.0.  This resulted in an increase of 
the reserved tax credit by approximately 109.9 percent (from BDS$9.62 to BDS$25.0). In 
spite of the improvement in the reversed tax credit, the occupational minimum wage declined 
by approximately 18.9 percent (from approximately BDS$146.5 to BDS$118.8) a decrease of 
BDS$27.7. This resulted in the decrease in the overall occupational minimum wage by 
approximately 13.0 percent (from approximate BDS$153.6 to BDS$ 133.7) and a total 
decrease by BDS$19.9. The inflation in this period reduced marginally by approximately 1.2 
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percent (from approximately 7.3 to 5.8 percent). Therefore, the level of inflation would still 
be considered as relatively high. This period also shows, that the minimum wage remained 
below the living wage and though the reversed tax credit significantly grew in this period it 
was not enough to offset the impact of the very high level of inflation in this period.  
The results of the data on the occupational minimum wages shows a significant 
decline in the overall level of these wages over the review period. Although the reversed tax 
credit was introduced as a fiscal incentive to improve the inflationary impact on low income 
earners, it also appeared not enough to offset the level of inflation that was experienced over 
the review, and only showed some improvement in the latter period of the review between 
2006 and 2010. As a result, both the occupational minimum wage and the reversed tax credit 
fell below the threshold of BDS$250 as determined by the Ministry of labour in 2003, as an 
ideal living wage for adults.  Therefore, there was no improvement in the total occupational 
minimum wage over the period as it declined further away from the threshold as a result of 
the rising inflation particular in the last two periods of the review (between 2004 and 2006 
and between 2006 and 2010). What is also worthwhile to mention, is the fact that generally 
there was an increase in the level of high/middle skilled occupations relative to the low skilled 
occupations, and it is clear from the movement in the occupational minimum wage that the 
low skilled occupations that are protected (service and shop workers) are not adequately 
protected by the minimum wage and therefore the gap continues to widen between these two 
income groups. Also relevant to this is the fact that there are other low skilled occupations 
that are not covered by any minimum wage and the possibility exist that some may fall further 
below the occupational minimum wage threshold. According to Downes (2008), gas station 
attendants fell below the occupational minimum wage threshold as at 2007 when some of 
these workers received between BDS150 and BDS$175 per week. As a consequence, this 
situation has clearly contributed to increase in the level of income inequality in Barbados over 
the review period, as workers receiving low incomes, particularly those receiving the 
minimum wage, have realised a decreased in the real wage and it is also possible that those 
outside the protection of the minimum wage may be have a similar experience or in a worse 
position.   
An important note and the main limitation of the analysis of the labour market, is 
the unavailability of data on average wages and/or incomes by sector that it would have been 
also interesting to examine the movements of real incomes across sectors and/or amongst 
workers, to determine the extent to which inequality has impacted level of incomes. 
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CONCLUSION 
 
The research on economic performance, inequality and the labour market in 
Barbados sought to show the changes which occurred in the country’s economic performance 
and the reasons that led to the rise in inequality and how these changes were expressed in the 
behaviour of the labour market. Therefore this study is essentially based on the fact that 
inequality in Barbados increased between 1995 and 2010 from 0.39 to 0.47 as indicated by the 
Caribbean Development Bank (2012), in addition to data from the International Monetary 
Fund which indicated a Gini of 0.44 for the years 2000 and 2004.  
Barbados, a small island developing state of the Caribbean is a country that has 
made tremendous progress over the years both socially and economically. However, this 
country has inherent vulnerabilities with respect to external shocks, adverse weather patterns 
and man-made shocks. The country has a homogenous population, and has benefitted from 
the growing importance of migration and remittances. Barbados is considered to be a middle-
income country and boast of one of the highest Human Development Index in the region, 
which is reflective of its very high levels of literacy and relatively high life expectancy. One 
of the major challenges with respect to the health that continues to negatively impact its 
population, is non-communicable diseases (diabetes and heart disease). Further, the 
population is an ageing one and this has exhibited some implications for the labour market. 
This situation of ageing is expected to escalate and will eventually result in an increase of 
elderly dependency over child dependency, as fertility rates have also decreased.  Moreover, 
the poor in Barbados is characterized as socially deprived and the level of poverty has also 
increased between 1995 and 2010 from 13.9 to 19.3 percent for individuals and for 
households from 8.7 percent to 15.0 percent.   
The macroeconomic and to a lesser extent social policies of Barbados have 
transformed over the review period.  Therefore, such transformation has been linked to the 
requirements of CARICOM to foster regional integration both economically and socially, 
with trade and migration of skilled persons being an integral part of the agreement. However, 
Barbados still maintains its core monetary policy position of securing its fixed exchange rate 
peg to the US dollar and although there is some use of the monetary instruments to achieve 
this, the weight is on fiscal policy to achieve the a desired level of macroeconomic stability.  
Fiscal policy has also been used as an integral part of attracting foreign direct 
investment into the country by way of fiscal incentives to many international business and 
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financial companies. The financial sector therefore has been predominantly concentrated by 
commercial banks that are foreign owned. 
Another interesting macroeconomic policy framework is that of the prices and 
incomes policy with its genesis from the crisis of the early 1990s, which sought to address the 
issue of balance of payment and fiscal imbalances at that time, with emphasis on wages 
constraint and subsequent protocols targeting wages and productivity.   
In the area of social policy, the country has mainly broadly targeted the issue of 
poverty by establishing a number of institutions to address social challenges of health, 
housing and education and skills particularly for the youth in society. However, there were 
noted narrow targeting issues, where those needing the services most, were no better off due 
to inefficiencies in the system and hence many poor and vulnerable still being excluded.   
Labour market policies and institutions have had very little changes during the 
review, with the only noted change reflecting the amendment to the Shops Act of 1989, in 
1997 and which established a minimum wage only for shop assistants and therefore, Barbados 
only has an occupational minimum wage. The other noted aspect is more of a labour market 
incentive through fiscal policy where low income earners are provided with a reversed tax 
credit. Other policies have existed long before the review and continue to be the set laws 
guiding the labour market. The collective bargaining process, which is predominantly 
voluntary also continues to be the modus operandi in addressing labour market issues in 
Barbados. 
As a result, the analysis of the findings of the performance of the economy of 
Barbados shows that the early 1980s was the period where the economy transitioned from 
agriculture and manufacturing to services. This period was one marked by recession and 
therefore all sectors declined up to the middle of the 1980s and recovered in the latter half. 
The transition continued through the 1990s and the review period with general decrease in 
agriculture and manufacturing and an increase in services, with interrupted performance of all 
sectors during recessionary periods (1991, 2001 and 2008).  Agriculture is made up of sugar 
and non-sugar agriculture, industry includes: construction, manufacturing, mining and 
quarrying and electricity, water and gas, whereas services include: wholesale and retail trade, 
business and other services, government services, transport, storage and communications, 
tourism which is the main foreign exchange earner along with international business and 
financial services.  
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The findings also reveal that the period between 1995 and 2000 was a period of 
relatively good economic performance for Barbados where income grew at one of its highest 
levels in the review. It was the period after the crisis in 1991 and just before the crisis of 2001. 
However, it was also a time when the inequality increased (from 0.39 to 0.44) while the level 
of inflation was moderate. It would seem that this period in Barbados mirrored the behaviour 
of developed economies where inequality increases as income increases. This is primarily due 
to the behaviour of high-end sectors such as real estate, tourism, financial services and other 
technological advanced sectors that tend to generate higher levels of income during periods of 
boom and push up the price of wages at the top relative to those at the bottom. The second 
period between 2000 and 2004 witnessed a significant decline in income as the crisis 
impacted this period, but the inequality was unchanged (from 0.44 to 0.44) and inflation much 
lower than previous period. The third period between 2004 and 2006 was a great recovery 
over the previous as income significantly improved, but this period was marked by a 
significant high level of inflation which continued into the fourth and last period of the review 
(between 2006 and 2010).  Income between 2006 and 2010 was the lowest recorded in the 
review and coupled with a higher level of inflation, the inequality further increased from 0.44 
to 0.47. As a result it would seem that the level of inflation in this latter period would have 
impacted the further rise in the level of inequality, although the rate at which it increased was 
slower than that of the first period.  
Further findings show that the level of investment though decreasing over the 
period, government spending and to a lesser extent net exports played a significant role in 
generating the higher levels of income. For most of the review, investment was largely 
concentrated within the non-traded sector where much of foreign currency is used to generate 
business activity and therefore these sectors are the main importers of commodities. These 
sectors include wholesale and retail trade, business and other services, government services, 
construction, transport, storage and communications, electricity, gas and water and mining 
and quarrying. The traded sector comprising tourism, agriculture and manufacturing which 
are the foreign exchange earners, represented the lesser investment portfolio. Nevertheless, 
there is some integration of activities across these two major sectors as investment in tourism 
drives investment in subsectors of the non-traded sector such as construction and by extension 
mining and quarrying, as well as activity in wholesale and retail and business and other 
services (in the provision of goods and other services to the tourism subsector).  With respect 
to investment and employment, the evidence show that there is a concentration of 
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employment in high/middle skilled occupations as these generally grew faster over the review 
period relative to low/skilled occupations. 
Moreover, Barbados continue to experience weakness in both its balance of 
payments and overall fiscal position which impairs the country’s ability to sustain a welfare 
state, by adequately providing social services for its citizens as much of its financial resources 
are geared towards servicing debt payments. The situation is such that the current account has 
a persistent deficit for most of the review period with the noted exception of the first two 
years 1995 and 1996 when it revealed a marginal surplus. Much of the current account 
position has been due to the high importing factor of the country, thereby lending to the 
country’s level of indebtedness as it is unable to produce and export at a level to offset the 
high imports.  This links the balance of payments position with the fiscal position. Barbados 
periodically borrowed on the international market to shore-up its balance of payments, 
particularly in periods when both capital account and the current account was vulnerable.  The 
data reflects a very large public debt with a large part of this debt related to debt service. 
Nevertheless, the primary balance which indicates whether the debt is sustainable would have 
also deteriorated in the latter years of the review.  
In relation to the findings on the labour market, the level of employment 
corresponded to the behaviour of economic performance where it also was at its highest level 
in the review period between 1995 and 2000. However and as mentioned under investment, 
much of this employment showed that the level of High/middle skilled occupations grew 
faster than the low-skilled occupations. This situation also have implications for increases in 
inequality as the associated higher incomes at the top would tend to increase at a faster rate 
than those at the bottom. In addition, unemployment in general is challenge for small island 
developing states such as Barbados, as certain levels can have a negative impact on the 
productive and income earning capacity of the country. Added to this situation is the fact that 
low income earners in Barbados are not generally protected by minimum wages, and though 
the reverse tax credit is seen as an alternative, the only occupational group protected are the 
service/shop workers. Interestingly, the findings show that the level at which the minimum 
wage and the reverse tax credit grew did not adequately compensate for the impact of 
inflation and therefore, even those protected by the occupational wage would have fallen way 
below the living wage of $250 as at 2003. Therefore, provided that the living wage increased 
after that year, it would mean that these low income earners up to the end of the review never 
reached the living wage, as the real minimum wage plus the real reverse tax credit as at 2010 
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was approximately BDS$131.40.  In addition, there are some worker that fall way below the 
occupational minimum wage and this is an indication that the income share at the bottom has 
further decreased and provides some evidence of the rise in inequality within the labour 
market in Barbados between 1995 and 2010.  
It is important to mention that this research is limited by an analysis on the 
behaviour of average wages and/or incomes across sectors in order to make more informed 
analysis on the labour market with respect to the impact of inequality amongst workers or by 
sector. The main reason for this is the unavailability of data on incomes at this time. However, 
this would make for an interesting improvement on the current study.  
Ultimately, this research proposes that Barbados needs to urgently address its debt 
issue so that it would be in a better position to restore the level of social services it once 
provided for its citizens and to improve the living conditions of the most vulnerable in 
society. Additionally, there is a need for a national minimum wage and a need to adjust the 
minimum wage in line with inflation. The importance of a national minimum wage is such 
that it can protect those low wage earners, whose income depends on the whims and fancy of 
employers who are not legally obligated to adequately compensate workers. It can also 
contribute to reducing the level of inequality as identified by this research.  
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APPENDIX 
 
TABLE A. REAL GDP, POPULATION & REAL GDP PER CAPITA,  
BARBADOS (1980-2010) 
  
  
Real GDP 
BDS$M 
Population 
(000s) 
Real GDP 
Per Capita 
BDS$M 
Real GDP 
Growth 
Rate       
(%) 
Real GDP 
Per Capita 
Growth 
Rate (%) 
GINI
18
 
Coefficient 
1979 768.6 249 3.089 
   1980 802.3 249 3.217 4.4 4.1 
 1981 786.9 251 3.141 -1.9 -2.4 
 1982 748.0 251 2.978 -4.9 -5.2 
 1983 751.8 252 2.986 0.5 0.3 
 1984 778.5 256 3.043 3.6 1.9 
 1985 787.0 257 3.062 1.1 0.6 
 1986 827.0 258 3.205 5.1 4.7 
 1987 848.2 259 3.277 2.6 2.2 
 1988 877.5 259 3.383 3.5 3.2 
 1989 909.1 260 3.493 3.6 3.2 
 1990 879.1 261 3.371 -3.3 -3.5 
 1991 844.7 263 3.218 -3.9 -4.5 
 1992 785.7 263 2.986 -7.0 -7.2 
 1993 795.3 264 3.014 1.2 0.9 
 1994 825.4 264 3.123 3.8 3.6 
 1995 842.1 264 3.185 2.0 2.0 0.39 
1996 875.5 265 3.309 4.0 3.9 
 1997 917.0 266 3.446 4.7 4.1 
 1998 951.3 267 3.566 3.7 3.5 
 1999 954.4 267 3.569 0.3 0.1 
 2000 996.9 269 3.705 4.5 3.8 0.44 
2001 973.3 270 3.599 -2.4 -2.8 
 2002 981.0 271 3.616 0.8 0.5 
 2003 1002.3 272 3.682 2.2 1.8 
 2004R 1016.4 273 3.727 1.4 1.2 0.44 
2005R 1056.7 273 3.865 4.0 3.7 
 2006R 1116.6 274 4.075 5.7 5.4 
 2007R 1136.3 275 4.137 1.8 1.5 
 2008R 1140.8 275 4.144 0.4 0.2 
 2009R 1094.8 276 3.971 -4.0 -4.2 
 2010R 1097.6 276 3.972 0.3 0.0 0.47 
Source: Caribbean Development Bank (2012); Ministry of Finance and Economic Affairs (1997, 2000, 
2010, 2014); International Monetary Fund (2000, 2004) 
 
                                                          
18
 Note: Due to differences a methodological derivation of Gini from IMF, Inter-American Development Bank 
and Caribbean Development Bank care must be exercised with the interpretation of Gini index 
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TABLE B. REAL GDP BY INDUSTRY IN PERCENTAGES (%),  BARBADOS - SELECTED YEARS (1980-
2010) 
  Sugar 
Non-
sugar 
Agricul
ture 
Mining 
and 
Quarryi
ng 
Manufac
turing 
Electri
city, 
Gas 
and 
Water 
Constr
uction 
Whole
sale & 
Retail 
Trade Tourism 
Transport, 
Storage & 
Communi
cation 
Business 
& Other 
Services 
Governm
ent 
Services 
Total Real 
GDP, 
BDS$MIL 
1980 7.2 3.1 0.5 11.8 2.1 7.0 19.5 13.8 6.2 16.0 12.7 802.3 
1981 5.3 3.4 0.5 11.6 2.1 7.5 20.1 13.2 6.6 16.6 13.2 786.9 
1982 5.1 3.8 0.5 11.6 2.2 6.9 19.5 11.9 7.2 17.8 13.5 748.0 
1983 4.8 4.4 0.7 11.8 2.6 6.8 18.8 11.6 7.2 17.8 13.5 751.8 
1984 5.5 4.3 0.9 11.6 2.6 6.5 18.9 12.0 7.3 17.4 13.1 778.5 
1985 5.4 4.2 0.9 10.4 2.7 6.3 19.6 11.5 7.5 17.9 13.6 787.0 
1986 5.7 3.8 0.9 10.4 2.8 6.5 19.7 11.7 7.4 17.5 13.5 827.0 
1987 4.2 4.1 0.8 9.5 2.8 6.7 20.3 13.1 7.6 17.2 13.7 848.2 
1988 3.9 3.6 0.8 9.8 2.9 7.1 20.1 14.0 7.4 17.1 13.4 877.5 
1989 3.1 3.5 0.7 9.9 2.9 7.4 19.9 14.9 7.6 17.1 13.1 909.1 
1990 3.4 4.0 0.8 10.0 3.0 6.8 19.6 13.9 7.8 17.1 13.7 879.1 
1991 3.3 4.0 0.7 9.9 3.2 6.6 19.1 13.7 8.0 17.5 13.9 844.7 
1992 2.9 4.2 0.7 9.9 3.5 5.1 18.9 14.4 8.3 17.8 14.3 785.7 
1993 2.6 4.1 0.7 9.9 3.5 5.1 19.1 14.8 8.3 17.7 14.1 795.3 
1994 2.7 3.8 0.7 9.4 3.4 5.2 19.5 15.6 8.3 17.7 13.7 825.4 
1995 2.0 4.4 0.7 9.7 3.5 5.6 19.2 15.5 8.3 17.5 13.8 842.1 
1996 2.9 4.2 0.7 9.9 3.6 5.6 19.1 15.1 8.2 17.0 13.7 875.5 
1997 3.0 3.8 0.8 9.9 3.5 6.1 19.8 14.7 8.1 16.8 13.5 917.0 
1998 2.2 3.5 1.0 7.7 3.5 6.9 21.4 15.1 8.2 17.3 13.2 951.3 
1999 2.4 3.8 1.2 7.3 3.6 7.6 19.6 15.1 8.5 17.3 13.7 954.4 
2000 2.5 3.6 1.1 6.8 3.5 7.3 19.2 15.8 8.9 17.8 13.5 996.9 
2001 2.2 3.5 1.0 6.3 3.7 8.0 19.1 15.2 9.3 18.2 13.6 973.3 
2002 2.0 3.6 1.1 6.5 3.9 8.9 19.8 15.1 9.3 18.3 14.8 951.0 
2003 1.6 3.5 0.8 6.0 3.8 8.5 19.5 15.4 9.1 18.2 13.5 1002.3 
2004 1.5 3.2 0.9 6.1 3.8 8.6 20.4 13.2 9.5 18.7 14.1 1016.4 
2005 1.6 3.3 0.9 6.0 3.7 9.4 20.7 12.0 9.6 18.9 14.0 1056.7 
2006 1.3 3.0 0.9 5.6 3.8 8.9 20.9 13.4 9.6 18.9 13.7 1116.6 
2007 1.3 3.1 0.8 5.5 3.8 8.7 21.9 11.5 10.0 19.7 13.8 1136.3 
2008 1.2 3.1 0.7 5.3 3.8 8.2 21.7 11.5 10.2 20.1 14.2 1140.8 
2009 1.3 3.4 0.5 4.9 4.0 7.0 21.5 11.6 10.4 20.3 15.2 1094.8 
2010 1.0 3.3 0.5 4.6 4.0 6.3 21.9 12.0 10.4 20.5 15.3 1097.6 
Source: Ministry of Finance and Economic Affairs (1995, 2000, 2010, 2014) 
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TABLE C. COMPOSITION OF GDP BY EXPENDITURE AT CURRENT MARKET PRICES  IN 
BDS$ MILLIONS, BARBADOS - SELECTED YEARS (1990-2010) 
  1990 1995 2000 2004 2006 2010 
Consumption Expenditure 
         Net Personal Consumption 2817.9 3379.3 4553.9 4941.3 6208.2 6257.0 
   Government Consumption 574.4 549.9 828.5 1217.3 1223.7 1669.0 
   TOTAL 3392.3 3929.2 5382.4 6158.6 7431.9 7926.0 
Gross Capital Formation 
         Buildings 406.9 325.4 526.2 595.4 755.6 629.9 
   Machine/Equipment 200.4 194.6 574.4 720.6 850.4 559.3 
   Total 607.3 520.0 1100.6 1316.0 1606.0 1189.2 
    Change in Stocks -3.1 19.4 7.4 9.2 10.1 17.1 
   TOTAL 604.2 539.4 1108.0 1325.2 1616.1 1206.3 
Exports 
         Goods 437.8 479.9 549.7 556.9 1020.3 861.4 
   Services 1307.7 1609.7 2095.9 2314.9 2857.1 3247.7 
   TOTAL 1745.5 2089.6 2645.6 2871.8 3877.4 4109.1 
Imports 
         Goods 1255.2 1373.7 2060.6 2520.3 3026.9 3014.7 
   Services 500.1 634.5 836.3 949.0 1236.8 1465.4 
   TOTAL 1755.3 2008.2 2896.6 3469.3 4263.7 4480.1 
Statistical Discrepancy 57.5 -0.4 4.1 142.4 -55.1 130.0 
GDP AT CURRENT MARKET PRICES 4044.2 4549.5 6243.3 7028.7 8606.5 8891.3 
Source: Ministry of Finance and Economic Affairs (2000, 2010, 2014) 
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TABLE D. SUBSECTOR AND TOTAL SECTOR SHARE OF GROSS CAPITAL FORMATION (GCF) IN MILLIONS OF BDS$ – BARBADOS (1994-2010) 
   
  
   
Tourism  
Sugar 
 Agriculture 
Non Sugar 
Agriculture  
   Manufac 
turing  
Total 
Traded 
Sector 
   Mining 
 & 
 Quarrying  
   Electricity, 
Gas and 
Water  
   
Construc 
tion  
   
Govern 
ment  
   Transport, 
Storage & 
Communications 
   
Business& 
Other 
Services  
   Wholesale 
& Retail 
Trade 
Total 
Non-
Traded 
Sector 
Gross 
Capital 
Formation 
1994 74.9 12.9 18.1 44.9 150.9 3.4 16.4 25.1 65.7 39.6 84.8 93.5 328.4 479.3 
1995 83.5 10.6 23.5 52.1 169.7 3.7 19.1 30.4 74.2 44.6 94.3 103.4 369.7 539.4 
1996 87.1 16.7 24.5 57.0 185.3 4.1 20.6 32.4 78.9 47.0 97.9 109.7 390.5 575.8 
1997 114.1 23.5 29.1 76.7 243.4 6.0 27.3 47.6 104.4 62.6 130.3 153.1 531.2 774.6 
1998 161.8 23.2 37.5 82.5 305.0 10.6 37.5 74.1 141.5 88.1 185.8 229.2 766.8 1071.8 
1999 174.7 27.8 43.8 84.1 330.4 13.4 41.3 87.9 158.8 98.8 200.9 227.1 828.1 1158.5 
2000 174.7 27.9 40.1 75.1 317.9 11.7 38.3 81.4 149.4 98.9 197.3 213.2 790.1 1105.0 
2001 145.1 21.0 33.3 59.8 259.2 9.2 35.3 76.7 129.7 88.7 173.6 182.2 695.4 954.6 
2002 158.5 21.3 37.3 67.9 284.9 11.0 41.1 92.8 155.1 97.5 191.6 207.2 796.3 1081.2 
2003 180.0 18.2 41.4 70.9 310.6 9.8 44.9 99.1 158.5 107.3 213.4 228.9 861.8 1172.4 
2004 175.0 19.3 42.4 80.7 317.3 12.0 51.0 113.6 186.6 125.9 248.2 270.5 1007.9 1325.2 
2005 173.7 22.4 47.5 86.4 330.0 13.7 53.2 135.8 202.5 138.5 272.6 298.8 1115.2 1445.2 
2006 217.1 21.0 48.8 90.9 377.8 14.0 61.7 143.1 220.9 154.9 305.5 338.2 1238.3 1616.1 
2007 191.8 21.4 50.9 91.1 355.3 13.4 63.2 145.1 230.5 166.3 328.3 365.4 1312.1 1667.4 
2008 192.7 19.9 52.4 89.0 354.0 12.3 63.1 137.6 237.3 170.9 335.7 362.3 1319.1 1673.1 
2009 160.2 17.3 46.7 67.3 291.5 6.7 54.7 96.8 210.4 143.8 281.1 297.0 1090.4 1381.9 
2010 144.4 12.1 40.2 56.1 252.8 6.4 48.6 76.3 185.1 125.3 247.3 264.6 953.5 1206.3 
Source: Ministry of Finance & Economic Affairs (2014) 
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TABLE E.  BOP: CURRENT ACCOUNT (TRADE BALANCE & REMITTANCES) & CAPITAL & FINANCIAL ACCOUNT AS A PERCENTAGE 
(%) OF GDP AT MARKET PRICES, BARBADOS (1995-2010) 
  Current Account Exports Imports Trade Balance 
Worker 
Remittances 
Capital & 
Financial 
Account 
Net 
 International  
Reserves 
GDP At  
Market Prices (BDS$) 
1995 1.9 45.9 44.1 1.8 2.7 -1.4 9.0 4549.3 
1996 2.9 47.0 44.5 2.5 2.8 0.2 11.0 4851.0 
1997 -1.9 45.6 48.3 -2.7 3.0 1.5 10.7 5127.4 
1998 -2.2 41.5 44.7 -3.2 3.0 0.8 9.3 5781.4 
1999 -4.9 40.9 45.6 -4.7 3.3 4.6 10.1 6058.1 
2000 -4.6 42.4 46.4 -4.0 3.6 10.1 15.5 6243.3 
2001 -3.5 40.2 44.5 -4.3 4.2 9.3 22.7 6233.2 
2002 -5.3 38.2 43.6 -5.4 3.9 7.1 21.6 6339.2 
2003 -5.2 42.1 46.2 -4.1 4.0 9.8 23.0 6549.7 
2004 -10.0 40.9 49.4 -8.5 3.7 3.4 16.9 7028.7 
2005 -9.4 43.9 51.7 -7.8 2.4 8.1 15.9 7794.9 
2006 -5.8 45.1 49.5 -4.5 2.0 8.0 13.9 8606.5 
2007 -5.4 45.0 48.7 -3.8 3.0 11.8 17.0 9092.2 
2008 -10.6 45.5 53.0 -7.5 2.2 5.9 14.6 9190.5 
2009 -6.7 41.4 44.4 -3.0 2.5 7.9 16.1 9204.4 
2010 -5.8 46.2 50.4 -4.2 1.8 5.8 16.0 8891.3 
Source: Central Bank of Barbados (2015); Ministry of Finance and Economic Affairs (1999, 2000, 2005, 2010, 2013, 2014) 
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TABLE F.  PUBLIC DEBT AND FISCAL DEFICIT IN BDS$ MILLIONS,  BARBADOS (1995-2010) 
  
Domestic 
Public Debt 
External 
Public Debt 
Total Public 
Debt 
Primary Fiscal 
Balance 
Overall 
Fiscal 
Balance 
Debt Service 
GDP At Market 
Prices 
1995 27.1 15.6 42.7 3.5 -0.6 8.3 4549.5 
1996 26.5 14.6 41.2 1.4 -2.4 7.9 4851.0 
1997 25.9 13.4 39.4 -0.1 -0.9 7.8 5127.4 
1998 21.1 10.9 32.0 2.4 -0.4 7.8 5781.4 
1999 21.3 12.9 34.2 4.1 -1.0 8.2 6058.1 
2000 21.9 16.4 38.3 0.6 -1.6 7.4 6243.3 
2001 24.4 22.0 46.6 3.0 -3.3 8.7 6233.2 
2002 26.2 21.1 47.2 -0.7 -4.3 6.6 6339.2 
2003 26.4 20.0 46.6 1.1 -2.1 13.6 6549.7 
2004 26.2 18.0 44.2 2.4 -1.9 8.6 7028.7 
2005 26.9 18.0 44.8 -0.4 -2.1 7.5 7794.9 
2006 24.6 20.1 44.7 2.4 -3.2 6.7 8606.5 
2007 27.7 20.9 48.7 0.2 -8.2 8.0 9092.2 
2008 31.2 21.6 52.7 -0.4 -4.1 7.5 9190.5 
2009 37.0 26.1 63.1 -2.8 -7.8 7.0 9204.4 
2010 42.8 31.8 74.5 -3.5 -9.1 12.4 8891.3 
Ministry of Finance and Economic Affairs (2005, 2007, 2010, 2014); WEO (2015); 
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TABLE G. BARBADOS GOVERNMENT CURRENT REVENUE AND EXPENDITURE (BDS$MIL) - INCOME YEAR BARBADOS     
(1994/1995 - 2009/2010) 
 
 
‘94/'95 ‘95/'96 ‘96/'97 ‘97/'98 ‘98/'99 ‘99/'00 ‘00/'01 ‘01/'02 ‘02/'03 ‘03/'04 ‘04/'05 ‘05/'06 ‘06/'07 ‘07/'08 ‘08/'09 ‘09/'10 
 
‘10/’11 
Current Revenue by 
Source                
 
 
Taxes on Income & Profits 324.7 364.0 385.4 419.3 459.8 512.9 591.6 571.4 604.7 596.3 621.3 706.2 804.7 924.3 893.1 816.7 743.1 
Taxes on Property 60.7 69.7 75.9 72.5 77.7 98.2 93.7 102.5 95.8 106.1 112.9 137.4 151.2 102.9 158.2 113.6    150.1 
Taxes on Goods and 
Services 406.7 450.5 488.5 723.0 748.1 727.8 750.1 749.4 718.4 835.1 837.9 959.9 939.3 1053.8 1079.0 975.8 1053.4 
Taxes on International 
Trade 84.5 93.1 91.4 127.8 136.9 134.6 135.4 146.3 160.1 194.1 193.0 180.5 173.8 197.3 219.5 178.3 191.3 
Other Taxes 90.5 90.7 69.2 12.5 25.6 13.3 14.1 14.4 12.0 15.6 18.9 22.0 26.9 21.9 18.6 14.3 11.8 
Non-Tax Revenue 90.0 74.5 71.4 69.2 59.2 63.9 69.5 78.0 79.4 71.1 61.2 68.0 68.1 93.1 130.7 107.0 94.3 
Special Receipts 25.0 22.6 50.1 31.5 47.9 75.2 62.9 60.0 45.7 46.1 52.2 68.9 59.3 54.7 115.1 66.1 53.8 
Grant Income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 4.0 7.5 35.6 2.8 
Loans and Advances 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Total Revenue 1080.0 1167.8 1232.0 1458.3 1555.2 1626.0 1717.3 1722.2 1716.2 1865.7 1897.4 2142.9 2223.3 2452.0 2621.7 2307.4 2300.6 
Current Expenditure by 
Item 
                
 
Employment Expenses 425.9 452.1 467.5 521.8 551.2 602.6 624.5 629.9 665.8 602.7 627.1 669.7 687.8 808.9 832.7 861.0 860.3 
Goods and Services 111.1 119.5 132.4 144.9 153.7 163.4 187.2 199.8 211.3 195.9 209.0 243.6 261.2 361.8 420.6 417.3 378.4 
Amortisation 192.1 194.2 175.5 196.8 231.9 248.5 196.3 227.0 241.7 320.0 338.5 302.2 419.4 463.0 507.8 449.0 821.0 
Interest 164.4 187.8 196.7 201.4 218.9 250.7 225.8 252.9 274.2 274.3 263.4 297.6 327.4 343.5 396.3 436.7 500.3 
Subsidies and Transfers 287.5 294.6 335.9 382.2 405.6 410.5 471.5 490.2 521.0 672.0 716.8 781.7 821.4 977.8 1137.1 1095.8 1174.0 
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Total Current Expenditure 1181.0 1248.2 1308.0 1447.1 1561.3 1675.9 1705.3 1799.9 1914.0 1667.6 2154.8 2964.5 2517.2 2955.0 3294.5 3259.8 3734.0 
Capital Expenditure & Net 
Lending 131.6 138.6 131.6 257.4 260.5 265.8 302.1 346.8 328.4 253.7 226.1 233.3 257.0 238.1 232.0 200.2 108.3 
Total Current and Capital 
Expenditure 1312.6 1381.7 1439.6 1704.5 1821.8 1941.7 2007.4 2146.7 2242.4 1921.3 2380.9 3197.8 2774.2 3193.1 3526.5 3460.0 3842.3 
 Source: Ministry of Finance and Economic Affairs (1997, 1999, 2000, 2005, 2010, 2011, 2014)  
TABLE H. SELECTED LABOUR MARKET INDICATORS IN THOUSANDS (000s) & PERCENTAGES, REAL GDP GROWTH RATE, INFLATION 
RATE & GINI COEFFICIENT, BARBADOS (1995-2010) 
  
Adult 
Population  
 (000s) 
Total Labour 
Force (000s) 
Employed 
Labour Force 
(000s) 
Unemployed 
Labour Force 
(000s) 
Participation 
Rate (%) 
Inactivity 
Rate (%) 
Real GDP 
Growth Rate 
(%) 
Inflation Rate 
(%) 
Gini 
Coefficient 
1995 200.7 136.8 109.9 26.9 68.2 31.8 2.0 1.9 0.39 
1996 201.4 135.6 115.8 19.8 67.3 32.7 4.0 2.4 
 1997 203.2 137.8 117.7 20.1 67.8 32.2 4.7 7.7 
 1998 204.7 138.6 121.8 16.8 67.7 32.3 3.7 -1.3 
 1999 205.8 139.6 125.2 14.4 67.8 32.2 0.3 1.6 
 2000 207.5 142.3 129.0 13.3 68.6 31.4 4.5 2.4 0.44 
2001 208.8 145.2 130.9 14.3 69.5 30.5 -2.4 2.8 
 2002 209.4 143.4 128.6 14.8 68.5 31.5 0.8 0.2 
 2003 210.1 145.5 129.5 16.0 69.3 30.7 2.2 1.6 
 2004 210.5 146.3 132.0 14.3 69.5 30.5 1.4 1.4 0.44 
2005 211.0 146.8 132.6 14.2 69.6 30.4 4.0 6.1 
 2006 211.1 143.5 131.0 12.5 68.0 32.0 5.7 7.3 
 2007 212.0 143.8 133.1 10.7 67.8 32.2 1.8 4.0 
 2008 212.7 143.8 132.1 11.7 67.6 32.4 0.4 8.1 
 2009 213.1 142.7 128.5 14.2 67.0 33.0 -4.0 3.6 
 2010 213.6 142.3 127.0 15.3 66.6 33.4 0.3 5.8 0.47 
 Source: Ministry of Labour (2009); Ministry of Finance and Economic Affairs, (1997, 2000, 2010, 2014); CDB (2012), & IMF (2000, 2004) 
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TABLE I. EMPLOYMENT BY SECTOR  IN PERCENTAGE (%), BARBADOS (1995-2008) 
  1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Sugar 1.9 0.8 0.8 1.1 0.9 0.9 0.8 0.5 0.5 0.3 0.5 0.3 0.3 0.2 
Non-Sugar Agriculture 2.7 4.5 4.4 3.4 3.4 2.8 3.4 3.6 4.1 3.0 2.9 3.3 2.7 2.6 
Manufacturing 10.6 8.1 9.2 8.9 8.3 8.1 7.1 7.0 6.1 5.8 5.3 4.2 4.7 5.1 
Tourism 10.8 12.4 10.5 11.5 10.0 11.3 10.6 11.0 10.8 9.2 9.7 10.3 10.5 10.6 
Traded Sector 26.1 25.8 24.9 24.8 22.6 23.2 21.9 22.1 21.5 18.3 18.4 18.1 18.2 18.5 
Construction 8.0 8.7 8.8 10.5 11.5 10.8 11.0 10.3 9.5 10.2 10.0 11.1 11.6 10.3 
Electricity, Gas & Water 0.9 1.7 1.3 1.5 1.6 1.5 1.5 1.5 2.0 1.4 1.6 1.8 1.5 1.2 
Wholesale  & Retail  15.1 12.0 13.5 15.0 14.1 14.9 14.8 15.2 15.1 14.8 14.0 12.7 13.6 14.4 
Transport, Storage & Communications  4.6 3.9 3.9 4.3 3.7 4.0 4.4 3.7 3.7 3.9 4.3 3.4 3.9 4.4 
Finance Insurance & Business Services 6.9 7.1 7.1 6.3 5.8 7.4 8.0 8.5 6.9 8.2 8.1 7.5 7.2 8.0 
Other Services 17.6 20.0 18.1 16.6 18.9 18.8 17.8 17.0 19.5 21.9 22.2 24.4 23.8 22.8 
Government Services 20.8 19.7 21.8 20.5 21.6 19.5 20.4 21.5 21.5 20.8 21.3 20.7 19.8 20.1 
Non-Traded Sector 74.0 73.1 74.3 74.8 77.1 76.7 78.0 77.6 78.3 81.2 81.4 81.5 81.4 81.2 
Not Stated -0.1 1.0 0.8 0.4 0.3 0.2 0.1 0.3 0.2 0.5 0.2 0.4 0.5 0.3 
Employed Labour Force 109.9 115.8 117.7 121.7 125.2 129.0 130.9 128.6 129.5 132.0 132.6 131.0 133.1 132.1 
Source: Ministry of Labour (2009)
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TABLE J. EMPLOYMENT BY OCCUPATIONAL GROUPS IN THOUSANDS (000s), BARBADOS (1995-2008) 
  
Legislators, 
Senior 
Officials 
Profes 
sionals 
Technicians 
& 
Associated  
Profes 
sionals 
Skilled 
Agricultural 
Workers 
Plant/Machine 
Operators 
 & Assem 
blers Clerks 
Service/ 
Shop 
Workers 
Craft & 
Related 
Workers 
Elementary 
Occupations 
Not 
Stated/ 
Classified 
Employed 
 Labour 
 Force 
1995 6.2 10.0 6.8 1.8 8.6 14.5 20.0 15.0 27.0 0.0 109.9 
1996 8.8 11.0 7.9 3.0 8.9 16.0 18.0 15.2 26.5 0.5 115.8 
1997 8.1 12.1 7.3 2.0 8.5 16.2 19.4 14.8 28.4 0.9 117.7 
1998 6.5 10.7 8.0 2.8 9.7 15.2 20.1 16.9 30.3 1.5 121.7 
1999 6.8 10.2 8.5 2.7 9.3 15.2 21.3 19.6 30.7 0.9 125.2 
2000 9.7 13.7 9.1 3.1 8.5 15.0 24.0 17.1 28.1 0.7 129.0 
2001 10.9 15.0 10.6 3.0 9.1 15.2 23.5 17.3 26.0 0.3 130.9 
2002 10.2 14.8 10.7 3.1 8.8 14.6 23.4 16.5 26.2 0.3 128.6 
2003 9.8 14.2 10.5 3.8 8.0 15.2 24.8 17.4 25.4 0.4 129.5 
2004 12.2 16.7 11.1 3.8 6.7 15.7 22.9 17.3 24.8 0.8 132.0 
2005 11.8 17.0 11.3 3.3 7.7 16.0 22.4 18.6 24.2 0.3 132.6 
2006 11.0 15.7 10.5 3.4 8.2 16.7 22.5 19.2 23.3 0.5 131.0 
2007 11.8 16.5 10.8 2.9 7.8 16.7 22.3 19.8 23.9 0.6 133.1 
2008 12.2 16.1 10.6 3.7 7.9 16.0 24.4 18.5 22.4 0.3 132.1 
Ministry of Labour (2009) 
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TABLE K. ADULT AND YOUTH UNEMPLOYMENT AS A PERCENTAGE OF TOTAL 
UNEMPLOYMENT, BARBADOS (1995-2010) 
  
Youth 
Unemployment (%) 
Adult 
Unemployment 
(%) 
Total 
Unemployment 
(000s) 
Labour Force 
(000s) 
Adult Population 
(000s) 
1995 38.8 61.2 26.9 136.7 200.7 
1996 37.3 62.7 19.8 135.6 201.4 
1997 37.8 62.2 20.1 137.8 203.2 
1998 35.1 64.9 16.8 138.6 204.6 
1999 36.2 63.8 14.4 139.6 205.8 
2000 34.7 65.3 13.3 142.3 207.5 
2001 36.9 63.1 14.3 145.2 208.8 
2002 35.6 64.4 14.8 143.4 209.4 
2003 35.1 64.9 16.0 145.5 210.1 
2004 33.6 66.4 14.3 146.3 210.5 
2005 33.5 66.5 14.2 146.8 211.0 
2006 33.3 66.7 12.5 143.5 211.6 
2007 33.0 67.0 10.7 143.7 212.1 
2008 32.8 67.2 11.7 143.8 212.7 
2009 32.8 67.2 14.2 142.7 213.1 
2010 32.6 67.4 15.3 142.2 213.6 
Source: KILM (2014); Ministry of Labour (2009) 
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TABLE L.  DISTRIBUTION OF  EMPLOYMENT BY OCCUPATION  & SECTOR IN THOUSANDS (000s),   
BARBADOS (4
th
 QUARTER, 2002 - 2003) 
  
Legislators/Se
nior Officials Professionals 
Technicians 
and Associated 
Professionals 
Skilled Agri. 
Workers 
Plant/Machine 
Operators and 
Assemblers Clerks 
Service/S
hop 
Workers 
Craft 
& Related 
Workers 
Elementary 
Occupations Not Stated 
Sugar 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.5 0.3 0.0 
Non-Sugar 
Agriculture 0.1 0.3 0.2 3.8 0.8 0.1 0.3 0.4 3.3 0.0 
Manufacturing 1.7 0.4 1.7 0.0 3.6 1.1 0.6 3.9 3.9 0.1 
Tourism 1.7 0.5 0.5 0.3 2.2 2.5 13.7 0.5 5.2 0.0 
TRADED 
SECTOR 3.5 1.2 2.4 4.1 6.7 3.7 14.6 5.3 12.7 0.1 
           
Construction 1.0 0.5 0.2 0.0 2.4 0.5 0.1 16.0 6.0 0.0 
Electricity, Gas & 
Water 0.3 0.5 0.1 0.0 0.4 0.4 1.2 0.4 0.8 0.1 
Wholesale  & 
Retail  5.6 1.9 4.3 0.0 1.6 4.8 13.9 1.9 6.5 0.0 
Transport, Storage 
& Communications  0.6 0.7 1.3 0.0 1.5 2.2 0.5 0.8 1.6 0.1 
Finance Insurance 
& Business 
Services 3.7 4.0 3.4 0.0 0.1 5.8 0.7 0.2 0.7 0.1 
General Services 2.6 4.5 4.1 2.3 1.3 3.0 11.7 7.0 13.0 0.1 
Government 
Services 1.4 15.8 5.4 0.2 2.5 8.5 8.9 2.3 12.6 0.0 
NON-TRADED 
SECTOR 15.2 27.9 18.8 2.5 9.8 25.2 37.0 28.6 41.2 0.4 
           
Not Stated 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.3 
TOTAL 18.8 29.2 21.6 6.7 16.5 29.0 51.3 33.9 53.8 0.8 
Barbados Statistical Service (2015) 
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TABLE M. NOMINAL AND REAL OCCUPATIONAL MINIMUM WAGE   AND REVERSE TAX CREDIT 1997-2010 (WEEKLY RATES = 40 HOURS)  
 
Nominal  Rates Real Rates
19
 
  
Occupational 
Minimum Wage 
(persons under 18 
years) BDS$ 
Occupational 
Minimum Wage 
(persons 18 years 
and over) 
BDS$ 
Reverse 
20
Tax 
Credit 
BDS$ 
Retail Price 
Index 
(1995=100) 
Occupational 
Minimum Wage 
(persons under 18 
years) 
BDS$ 
Occupational 
Minimum Wage 
(persons 18 years 
and over) 
BDS$ 
Reversed Tax 
Credit 
BDS$ 
Total Real Minimum Wages 
BD$ 
1997 158.00 170.00 9.62 110.27 143.29 154.17 8.72 152.01 162.89 
1998 158.00 170.00 9.62 108.92 145.06 156.07 8.83 153.88 164.90 
1999 158.00 170.00 9.62 110.61 142.85 153.70 8.69 151.54 162.39 
2000 158.00 170.00 9.62 113.30 139.45 150.04 8.49 147.94 158.53 
2001 158.00 170.00 9.62 116.16 136.02 146.35 8.28 144.29 154.63 
2002 158.00 170.00 9.62 116.33 135.82 146.14 8.27 144.09 154.40 
2003 158.00 170.00 9.62 118.18 133.69 143.85 8.14 141.83 151.98 
2004 200.00 200.00 9.62 119.87 166.85
21
 166.85 8.02 174.88 174.88 
2005 200.00 200.00 9.62 127.10 157.35 157.35 7.56 164.92 164.92 
2006 200.00 200.00 9.62 136.53 146.49 146.49 7.05 153.53 153.53 
2007 200.00 200.00 15.4 141.92 140.93 140.93 10.90 151.83 151.83 
2008 200.00 200.00 21.2 153.54 130.26 130.26 16.30 146.56 146.56 
2009 200.00 200.00 25.0 159.09 125.71 125.71 15.70 141.41 141.41 
2010 200.00 200.00 25.0 168.35 118.80 118.80 14.90 133.70 133.70 
Source: Central Bank of Barbados (2015); Downes (2008 
                                                          
19
 Note: Real Minimum Wages and the rebasing of the Retail Price Index (1995=100) are Author’s own calculations based on data from the stated sources.  
 
Note:  The Reversed Tax Credit (RTC) is applied annually (1997 – 2007= BDS$500, 2007 = BDS$800, 2008 -2010 = BDS$1300), but was converted to a weekly rate to 
impact the analysis of minimum wages as the RTC is applied to low income earners. 
 
21
 Note: In 2004 the age criteria was removed from the application of Occupational minimum wages 
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